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Wuat can be done to secure com- 
petency and economy in the public 
business? 

It is to this question this volume is 
addressed. 

No attempt is made to balance the 
relative merits of one class of expen- 
ditures against another or to suggest 
expenditures that may be eliminated. 
These are questions of public policy 
that are to be discussed at another 
time. The question with which we 
are concerned in this volume is as to 
the methods that tend to secure 
economy and competency in those 
expenditures which the legislatures 
authorize. For given a public service 
to be accomplished it is in the public 
interest that that service be com- 
petently done without waste or ex- 
travagance. 

Few if any are interested in economy 
in public business just for the sake of 
economy. Nor is anyone deeply in- 
terested in economy in private business 
assuch. Weare interested in economy 
as we are interested in thrift: that we 
may in the long run accomplish more 
that is worth while. In private busi- 
ness the drive for economy and com- 
petency comes from the desire to get 
maximum net returns. In public busi- 
ness the drive for economy and com- 
petency comes from the necessity of 
meeting the growing public demands 
for expenditures in the face of a grow- 
ing restlessness against increasing taxes. 

All the people want public expendi- 
tures—always when the cost is borne 
by someone else—and often when the 
cost is borne fairly by themselves. 
The real drive for economy in public 
expenditures does not come until hope 
for passing the taxes to someone else 
is given up. Those who finally admit 

to themselves that their taxes are as 
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inevitable as death under prevailj 
public expenditures get interested jp 
public economy; and sometimes that 
interest grows into a demand suff. 
ciently vocal to offset the universal 
interest in expenditures. 


I. Tue Trenpv iw Pvustuic 
EXPENDITURES 

While it is not the purpose of this 
volume to discuss expenditures that 
may or may not be eliminated it js 
pertinent to inquire as to the trend of 
public expenditures. For if that trend 
is upward, competency in public man- 
agement and thrift in public expen- 
ditures become all the more important. 

The total revenues raised for muni- 
cipal, county, state and national pur- 
poses increased from $2,131,402,000 
in 1912! to $6,346,332,000 in 1922, an 
increase of 198 per cent. 

These revenues in 1912 totaled 
$21.96 for every person in the United 
States; by 1922 they totaled $58.37. 

Such a trend is cause of concern 
even after due consideration is given 
to increases in wealth as well as in 
population and to the lower purchas- 
ing power of the dollar. 

Municipal revenues? increased in 
this period least of all: from $849,971,- 
000 to $1,532,400,000 or 80 per cent. 
Revenues for county purposes grew in 
this eleven year period from $307,872,- 
000 to $742,331,000 an increase of 141 
per cent. But the revenues for na- 
tional purposes increased from $667,- 
038,000 to $3,204,133,000 or 380 per 
cent in 1922 and to $3,630,215,000 in 
1925 or 444 per cent. 

The heaviest increase, therefore, is 

1 The census table from which these figures 
were compiled indicates that the revenues given 
for the national government ($667,083,000) were 
for 1918 and not 1912. 

? All incorporated places of over 2,500. 
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in federal expenditures. For what 
urposes has this increase gone? 

From 1910 to 1916 the cost of the 
federal government for all purposes 
ranged from $6.50 to $7.00 per capita. 
In 1923 we spent just about this much 
per capita for pensions and care of 
soldiers alone. The interest we paid 
on the public debt ($8.83 per capita in 
1922) was more by one fourth than the 
total per capita cost of the federal 
government before the war. The ex- 
penditures for our army and navy, 
exclusive of all the above items, was 
84 per cent larger in 1924 than in the 
pre-war years. Wars, past, present, 
and future, take nine dollars out of ten 
of national expenditures and in the 
main account for all the increases. 
For the interest on and retirement of 
our war debt alone, we are now paying 
twice as much per capita as the total 
cost of the federal government before 
the war (See p. 1). 

State expenditures increased from 
$3.95 per capita in 1913 to $11.82 per 
capita in 1922. This increase is due 
most largely to highways and to edu- 
cation. The states were spending 
$4.00 on highway construction in 1922 
for every $1.00 spent in 1913; and state 
expenditures for education had risen 
from $1.38 per capita in 1913 to $3.07 
in 1922 (See p. 8). 

Per capita expenditures in 199 
comparable cities increased from $34.68 
in 1918 to $58.07 in 1922. Of these 
expenditures the greatest increase was 
for schools—138.5 per cent. Then 
follow in order: charities, hospitals and 
corrections (84 per cent); health and 
sanitation (83.6 per cent); recreation 
(70 per cent) ; protection (66.9 per cent) ; 
and highways (45 per cent) (p. 15). 

While complete reports are not now 
available for county expenditures (p. 
22), the increase here, too, was mainly 
for schools and highways. 

War costs in the national govern- 
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ment, highways and schools in the 
state governments, and welfare ex- 
penditures in the cities are the reasons 
for the main increases in public ex- 
penditures. 

We are not going to repudiate past 
war costs, whatever we may do to 
prevent such burdens in the future, 
and we will certainly build more high- 
ways and more school buildings and 
more welfare institutions. 

The need for economy and com- 
petency in the public business becomes, 
therefore, a continuing and important 
factor in the well-being of all. 


II. Tue Opportunities oF 
THE BUDGET 


The budget offers the opportunity 
of balancing income and outgo. Older 
countries have long used the budget as 
a measure of governmental responsi- 
bility. But in this country the budget 
in practice is the outgrowth of the past 
two decades—the two decades that 
brought with them rapidly increasing 
expenditures (p. 31). 

Now the federal government, prac- 
tically all the cities, and all the states 
have budget legislation—of some kind 
—though not all of it good. 

The mere fact that a budget is 
provided for in the laws in no wise of 
itself secures either economy or re- 
sponsibility in government. The 
budget is of value only when the 
executive presents a budget that 
balances and the legislature considers a 
budget that provides for an income 
equal to outgo. 

One way to make certain that the 
budget plan is not effective is the 
method recently prevailing in Phila- 
delphia. The mayor of Philadelphia 
simply handed on to the council the 
estimate of his departments without 
taking any responsibility for paring 
down estimates to matchincome. The 
council then considered each item 
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separately; and finally passed a total tive, but may not increase them unles for g 
of items which made up the budget. on the specific approval of the respon. sylv 
Nowhere in the process could anyone sible government. The country that the 
compare the amount of money finally alone offers all but universal exceptions kno 
allotted to one purpose with the to this rule is the United States, [, spor 
amount allotted to another. Hence _ lieu of this custom three fourths of oy men 
informed criticism was impossible. state constitutions give to the gover. stat 
And the main function of a budget is nors power to veto items in appro. And 
to allow comparisons and to elicit priation bills. And in three states tion 
public discussion and criticism. (Massachusetts, Kentucky and Penp. rela 
The budget to be effective must sylvania) the governor has power to resp 
present a complete administrative pro- veto parts of items as well as the entire to ¢ 
gram, must be prepared by those who item, thus making it possible for him uni 
know the details (the responsible to equalize the services to be given 15, 
executive) (p. 51), must be in suffi- more fairly than if his only alternative } 

? cient detail to allow careful exami- is either to approve more expenditures | 
nation by legislators, must include a than income or eliminate certaiy | 
long-term building program to meet expenditures in their entirety. In only 
responsible anticipated needs, and a few of our cities is the custom 
must invite comparisons as to the followed of giving to the legislature 
relative merits of the different purposes power to decrease or omit items and 
to which the taxpayer’s money is to denying to the mayor power to veto 
be devoted (p. 40). Such a budget items. In any case the trend in this 
will at least make each item of ex- country is markedly toward the r- 
penditure justify itself both to the tax- sponsible executive budget. 
payer and to those wanting increased To be adequate, fiscal control must 
expenditures for other purposes. The give to the responsible executive com- 
budget offers the opportunities for parable information as to plans for 
good management in public business expenditures, trends of expenditures 
that it does in private business (p. 56). and relative unit costs (p. 75). If 

, : this control is a divided one there is 

III. Fisca, Controt anp Compe- to that extent divided responsibility. 

TENCY IN THE PUBLIC SERVICE. And the pages of the history of Ameri- 

Nine years ago* an issue of The can government are replete with ex- 

Annals was devoted to “Public Budg- amples that show that divided re- 
ets.” That volume still represents sponsibility means no_ responsibility | 
standard practices in the making of (pp. 84 and 94). pr 
budgets. But the budget (p. 69) must Fiscal control is not properly 4 sh 
be followed up by good administration pre-audit. It must not be so detailed = 
to see that those services are given as to take away departmental respon- - 
at reasonable costs. sibility (p. 105). There must be th 
In order to prevent logrolling, and centralization in the responsible exec- of 

in order that the legislatures may not utive if he is to have the power to 
make a farce of balanced budgets by know and to advise. For without this fo 
simply increasing expenditures beyond there can be no responsible public = 
income, the legislatures in most govern- management—good or bad. When mt 
ments may decrease or omit items in centralization in large public units Pe 
the budget submitted by the execu- calls for approval of every voucher it = 
* November 1915, Vol. LXII, No. 151. advance, however, it gets too detailed " 
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for good business management. Penn- 
sylvania is working out plans by which 
the central responsible executive can 
know and advise and still leave re- 

nsibility adequate to good manage- 
ment to all the departments and to all 
state institutions (pp. 75, 112 and 120). 
And these department and _institu- 
tional chiefs in turn must know the 
relative unit costs in each of their 
respective services, and must be able 
to compare those unit costs with the 
unit costs in other departments (pp. 
75, 120 and 128). 


IV. Secr-Suprort IN 
INSTITUTIONS 


“Lock em up.” That was about 
as far as we had gotten in our attitude 
toward lawbreakers until recent years. 
But to lock "em up means in time to 
let ‘em out. And what about their 
record then? We find that both 
habits and the skill of industry have 
been lowered if not lost by incarcer- 
ation. For the good of the prisoner 
himself he must have work. And with 
work suited to his needs he can support 
not only himself but also his family, 
and that without harmful competition 
with industrial wages. Our prisons, 
instead of being loaded on to the backs 
of the taxpayers, should be—can be— 
and a few of them are—wholly self- 
supporting (p. 131). 

If occupational therapy is good for 
prisoners, it all the more certainly 
should be applied to the inmates of our 
numerous institutions for the helpless 
and the inadequate. This keeps up 
the self-respect and the earning power 
of these individuals. 

The age-old effort to get something 
for nothing has placed many an un- 
necessary burden on taxpayers. Cor- 
porations have tried to escape the 
payments justly due hospitals for such 
services as those given to compen- 
sation cases; and individuals fully able 


to pay for hospital treatment soldier 
on public or private charity if they can. 
Eternal vigilance and good judgments 
will assure free care when necessity so 
requires and yet prevent petty grafting 
at the taxpayer’s expense (p. 135). 
Banks have used public money with 
no return to the owner (the public) 
when they could—although bankers 
would never think of using the private 
automobiles standing outside their 
doors for their own business. The tax- 
payer can be saved by watching many 


such minor sources of income as 
interest on public deposits (p. 
147). 


The above are but a few of many 
illustrations of self-supporting activi- 
ties. In every unit of government 
there are opportunities for self-sustain- 
ing activities that are as good for the 
service itself as they are helpful to the 
relief of the taxpayer. Economy and 
competency will require the furthering 
of such endeavors. 


V. Tue RetATION OF THE Ma- 
CHINERY OF GOVERNMENT TO Com- 
PETENCY IN Pustic MANAGEMENT 


There will be no economy where 
there is no responsibility. It is easier 
to spend than to save. Had we set out 
to devise a plan of government that 
would have assured waste, no better 
plans could have been devised than 
those found until recently in most of 
our states. Thus in Pennsylvania, 
previous to the reorganization cham- 
pioned and made effective by Governor 
Pinchot, there were 139 independent 
commissions, boards, councils, de- 
partments and bureaus.‘ In _ reor- 
ganizing the machinery of state govern- 


‘These were made responsible under the 
Pinchot plan to fifteen appointive cabinet officers 
and three appointive commissions. 

For a description of this plan see The American 
Political Science Review, Vol. XVII, No. 4, Nov. 
1923, p. 597. 


ment the trend has been toward simple 
responsible government (pp. 155 and 
161). The same trend has been note- 
worthy in the reorganization plans 
adopted by cities (p. 195). 

Two reasons compel the responsible 
department plan particularly in city, 
state and national government. One 
is to relieve the mayor or the governor 
or the president of details while still 
holding him responsible; the other is 
to get a unit big enough to justify 
the employment of competent fiscal 
officers in each of the depart- 
ments. 

There has been not only an increase 
in public functions, but also a change 
in the services performed by the cities, 
the states and the nation. Just now 
it is popular to condemn the central- 
ization of powers in the federal govern- 
ment. But the people will have 
policies determined where possible by 
the agency as big as the problem. Our 
question of national centralization is 
not only one of proper reorganization 
of the spending agencies in Washington 
(p. 182), but also one of proper de- 
centralization of administration (p. 
172). The practical way is policy 
determination by the governmental 
unit as big as the job with sufficient 
decentralization in administration to 
assure wieldy, responsible, working 
units, such as dividing up the United 
States into administrative districts as 
was done in the Federal Reserve Act. 
It is to be regretted that plans for 
national reorganization have been left 
to slumber peacefully in congressional 
committees. 

The changing functions of local 
governments in their relation to state 
and national functions also call for a 
reorganization of the machinery of 
rural government (p. 187). Township 
road supervision is no longer adequate 
to the long through routes required by 
the pleasure car and the truck. And 


so with many other functions. = > Reliance in this as in other matters 


VI. Pay ror Worx 
AmonG Pusiic Empioyes 

Justice requires equal pay for equal 
work among employes, particularly jp 
the same government (p. 202). Ye 
until recent years no informed attempt 
has been made to do this (p. 206), 
One method that secures uniformity of 
action among different departments js 
to have a central board or commission 
classify the jobs leaving to the rp. 
sponsible chiefs the choice of the 
personnel (pp. 215 and 247). The 
technique of classification has now 
been carefully worked in practice (pp. 
254 and 261). 


VII. Competency anp Economy 
IN PuRCHASING 

Competency in public purchasing 
awaits standards in specifications. And 
standard specifications depend on 
standards in the supplies themselves, 
The movement toward standardization 
of supplies (pp. 269 and 286) is as 
vital to the well-being of our industries 
themselves as it is to economy in 
purchasing. 

Standards in specifications opens the 
way to competent purchases. For 
with standard supplies there can be 
central purchasing in quantities suff- 
cient to justify the salary of a com- 
petent purchaser (pp. 272 and 291). 
But overcentralization may also pre- 
vent competency, particularly in a 
state as large and with state institu- 
tions as widely scattered as in Penn- 
sylvania. Pennsylvania has, there- 
fore, hit upon the happy plan of 
centralization in the power to know and 
to advise as to specifications and 
prices with decentralization as to the 
actual purchasing when that purchas- 
ing can be done more effectively by the 
local institutions (p. 298). The local 
institution and the state purchaser 
each acts in this plan as a check one 
upon the other. 
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governmental cannot be placed upon 
machinery. A purchasing board made 
up of elective officials in Pennsylvania 
proved not only slothful and wasteful 
in public purchasing, but members of 
the board used their positions on this 
board as in their separate offices to 
demand their full share of the spoils 
including patronage. Such has been 
the practice in other jurisdictions. 


VIII. MoraLe AND ABILITY IN 
PuBLic SERVICE 

The taxpayer is the prize boob of 
all times. He has at hand means for 
getting better public results at lower 
costs, yet seldom does he insist on 
getting his money’s worth from his 
taxes. The same man who will haggle 
long over the wage of an unskilled 
laborer will give it up when it comes to 
getting a dollar of return for every 
dollar he pays in taxes. 

Too many of the larger taxpayers get 
more interested in special privileges 
from public officials than in trying to 
get their taxes reduced through econo- 
mies and competency; or a few of them 
may join with political plunderbunds 
who in turn exempt them from taxes 
entirely. Hence the indifference of 
such as these to the competent per- 
sonnel manager in the public business. 

What factory owner would turn over 
the employment of his help to his ward 
politician? What would the business 
manager do if his treasurer some day 
refused to pass bills until some inade- 
quate who could not find work else- 
where was put to work in the shop at a 
wage above other earners on the same 
jobs? One bright day a factory fore- 
man fires a man for rank incompetence. 
The auditor of the firm calls him and 
says: “'That’s my man and that’s my 
position and you're not going to fire 
him. If you do I'll hold up all your 
pay rolls.” How long would this last 
in business? Yet this is the usual 
practice by public fiscal officers. And 
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what happens? Higher costs. Or the 
business man may be left off when he 
should be reported for violating factory 
laws. And then he pays heavier taxes 
for this protection, and lets the poli- 
tician be the labor manager of the 
state (p. 306) and clean out the public 
treasury in so doing as much as he can 
and get away with it. 

Morale and ability in the public 
service, as in private, will come only by 
hiring help competent for their tasks 
(pp. 311 and $21). Morale requires a 
sense of responsibility on the part of 
every employee (p. 328). 

Retirement systems that protect the 
taxpayer from incompetency due to 
physical disability or senility (p. 338), 
while also protecting every right of the 
employee, give hope as well as com- 
petence and judgment in public service; 
as do also reasonable provisions open 
equally to all for vacation and sick 
leave (p. 350). The desire to advance 
is as potent a motive in public life as 
in private. Hence fair promotion 
schemes are essential to sound policies 
in public employment (pp. 352 and 357). 


Anp Waar or Ir? 


The above are some of the means 
being used by those public officials who 
desire to give a dollar’s worth of 
services for a dollar’s worth of taxes. 
But why competency in public busi- 
ness? Well, it prevents waste. It gets 
things done at actual cost. It pre- 
serves faith in government. And by 
preserving faith in government gives a 
reason for law and order. For it is gov- 
ernment that protects life and prop- 
erty. And through government health 
is conserved; schools are conducted; 
highways built. Our most important 
services to each other are through gov- 
ernment. The mess now in Washington 
points to the consequences of a break- 
down in competency and economy as 
well as in morals in the public business. _ 
Ciyvpe L. Kine. 
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The Trend in Federal Expenditures 


By Cuartes P. Waite 
University of Pennsylvania 


A third possibility would be that of = 


DISCUSSION of the trend of 
federal expenditures might be 
undertaken from at least three angles. 
First, we might confine our interest 
solely to the cost of the services which 
the Government is attempting to give, 
without any distinction as to whether 
this cost is being met from the pro- 
seeds of taxation of the people as a 
whole, or whether it is covered by fees 
paid by those who are directly benefited 
by the services rendered. In other 
yords, our primary interest in this case 
yould be in the degree of economy that 
s exhibited in Government activities. 
We should raise and attempt to answer 
the following questions: Are the serv- 
ces now being rendered by the Gov- 
emmment necessary and helpful to its 
itizens? Would the services be per- 
formed at all if left to individuals or 
rivate agencies? Are they being per- 
med at a lower cost than would be 
ossible under other forms of control, 
ad is the present cost the lowest pos- 
sible cost consistent with adequate 
service? From this angle the study 
would constitute an investigation into 
governmental economy or efficiency. 
The second line of attack would be 
to consider the trend of net expendi- 
tures, that is, to deduct all earnings due 
to sales of property or services, and 
confine the discussion to amounts 
which must be drawn from the people 
in compulsory payments—a type of 
investigation which would necessarily 
tend more in the direction of taxing 
problems. How much is being re- 
quired in taxes to carry on federal 
activities? Does this amount con- 
stitute a burden on the mass of people, 
and if so, is the burden wisely and 
equitably distributed? 


inquiring into the nature of the func- | 
tions the Government is assuming, in — 
an attempt to detect, if possible, any 

changes in the type of services that are — 
being demanded by the people. For — 
instance, are we requiring that the — 
Federal Government 
greater amount of educational work; 


are we insisting that the Federal Gov- ; 


undertake a 


ernment assume a greater burdeninthe © 


care of delinquent classes, etc.? 


In THE Footsteps oF Dr. Rosa 


It is generally conceded that the _ 


pioneer work in investigations of both . 
the second and third types has been — 
done by Dr. Edward B. Rosa, whose 
masterly and exhaustive article ap- 
peared in The Annals for May, 1921. 
His computations were made for each 


of the eleven years from 1910 to 1920, _ 


inclusive. Since then the work has 
been brought up to date by the United 
States Bureau of Efficiéncy, which has 
classified actual expenditures for 1921 
and 1922 on the same basis as was used — 
by Dr. Rosa, and in addition has made 
a similar classification for the years 
1923 and 1924, using the estimated ex- 
penditures as given in the 1924 Budget 
submitted to Congress by the President 
on December 4, 1922. It is the inten- 
tion of the present writer to draw upon 
these two sources of information in an — 
attempt to present some of the impor- 
tant changes that have occurred in 
federal expenditures since 1920. 

Dr. Rosa, it will be recalled, first 
arranged the activities of the Govern- — 


ment on a functional basis, recognizing _ 


eight groups in all, three being con- | 
sidered primarily civil in nature, and 
the remaining five considered as non- 


- 
. . 


civil or military. He also chose to 
as between net and gross ex- 
penditures, and with this end in view 
attempted to deduct from the total 
amount spent for any purpose the 
amounts derived from earnings, fees, 
or sales of property. In other words, 
he found the net amount that had to be 
raised in taxes for each purpose. With 
these fundamental points in mind, let 
us find out what has occurred in the 
last two or three years. 


ToraL EXPENDITURES ON PER CAPITA 
Basis 


The first, and perhaps the most 
obvious, comparison to make is that 
of totals. The result is what we should 
naturally expect to find: that is, a 
steady and rather rapid reduction in 
net expenditures since 1920, as the 
heavy drain due to various war and 
post-war activities has ceased. This 


trend is shown by the following table: 


If budget estimates are translated 
into actualities, it will mean that during 
the present fiscal year the net costs of 
government will be less than half what 
they were for 1920. To the average 
citizen, whose main interest seems to be 
in the weight of taxation, these figures 
should offer considerable promise of 
brighter days ahead, but malice 
prompts us to dull the keen edge of his 
enjoyment by the reminder that in 
spite of the rapid reduction since 1920, 
the estimated expenditures for 1924 are 
still more than four times greater than 
the average for the seven-year period, 
1910-16. 

Total expenditures, however, are in 


man spects an unsatisfactory index 
: ma y re pects an unsatisiacts ry index 
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Net Per Capita 
Federal Ex endit ures 


Net Per Capita Expenditures 


for Groups tem re 


Net Per Capi ite Expenditures 
for Ciwil Groups, 


fi quTes for 1923 and 924 


based on Budaet Bur 
4° ew 
ALAS estimates 


924 


Total Net 
Expenditures 
$5,687,712,849 
4,190,195,375 
3,767,401,695 
3,062,931,687 
2,704,651,886 


of the actual costs of government. One 
desirable modification to make is to 
allow for changes in population by 
reducing the figures to a per capita 
basis. This has been done for 1920 by 
using the actual census figures for that 
year. The Census Bureau, upon the 
basis of previous growth, has estimated 
what the total population will be on 
July Ist of each year from 1921 to 1925, 
and these figures have been used in 


reducing total net expenditures for 


these years to a per capita basis. In 
the accompanying chart the height of 
the column represents net expendi- 
tures for all purposes, the dark area 
shows the amount spent for the three 
groups of civil activities, while the 
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white area shows the amount expended Commission, etc., are included here. 
ut for national defense and past wars. As ‘The cost of this group for the various 
ime compared with the years immediately _ periods is shown in the table below. ‘ 
“twa | following the war, we see that net It is evident that the trend for this 

= expenditures are declining at a fairly group is almost the same as for total 
nd ity rapid rate, even when the growth of expenditures, except that here the peak 
" population is allowed for. But here’ was reached in 1921, instead of 1920. 
again comparisons cease to be socom- The hopeful feature is that during 1924 
forting when we shift our gaze to the the primary functions of government 
pre-war years of 1910-1916, when the _ will cost only 49.5 per cent of what they 
average net expenditures were between did in 1921, representing a reduction of 
86.50 and $7.00 per capita—a situation %162,000,000. Yet even with this tre- 
which appears so attractive as to seem mendous drop this group is costing 
unreal. approximately $60,000,000, or 38 per 
= is _ cent more than it did during the pre- 
Tat TREND IN Primary Functions ,,, years, 1910-16. 

After this brief survey of the situa- In this connection it would be quite 
tion as a whole, it might be well to note pertinent to inquire how much of the 
what changes have occurred in the reduction since 1921 represents an 
specific groups. Under Dr. Rosa’s actual diminution in either the quan- 
classification, Group I consisted of tity or quality of services rendered, and 
} primary governmental functions, which how much represents a higher degree 
included the activities of the legislative, of economy and efficiency under the 
executive and judicial branches of gov- _ influence of the Budget Bureau. A par- 
ernment, together with most of the _ tial explanation is revealed by a study 
following departments: State, Treas- of specific expenditures, which shows 


ury, Post Office, Interior and Justice. that about 70 per cent of the increase 
In addition, many independent com-_ in 1920 was due to large increases in 
missions such as the Federal Trade the Postal Service and in the Treasury 
Commission, the Interstate Commerce Department—in the latter case being 

Group I *—Prmary GovERNMENTAL FunctTIONS 

0 

Net Expenpitures | Per Cent or Totat | 

‘ ror Group I EXPENDITURES Per Capita 

$97,718,290 

224,110,594 > 2.11 

247,581,617 Ai 6.6 2.26 

216,511,165 7.0 1.95 
159,266,249 6.0 1.50 


* The figures for the years 1910 to 1920, inclusive, are taken from Dr. Rosa’s article in The Annals 
for May, 1921. Figures for 1921 and 192 are taken from a chart compiled by the United States 
Bureau of Efficiency, based on the Combined Statement of Receipts and Disbursements. Figures 
for 1923 and 1924 were also prepared by the Bureau of Efficiency, but on the basis of the Budget 
Bureau's estimates of expenditures. I have reduced the net expenditures to a per capita basis for 
the years 1921 to 1924, inclusive, by using estimated population figures for each of these years as 
given by the Census Bureau. This method of computation has been used_for each of the tables that 
appear in this article. 
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a necessary expansion to handle the 
burden of collecting the multitude of 
war-time taxes. 


The second group is entitled re- 


search, education and development, 
and under it appear some sixteen bu- 
reaus or services of the Department of 
Agriculture, three bureaus under the 
Department of the Interior, four under 
the Department of Commerce, and 
eight miscellaneous services. The fol- 
lowing are mentioned as typical of 
these bureaus: Weather Bureau, Cen- 
sus, Labor Statistics, Mines, Public 
Health Service, and the Bureaus of 
Plant and Animal Industry. The fol- 
lowing table shows the trend for this 
group: 


Tue TREND IN DEVELOPMENTAL 
FUNCTIONS 


for 1920, but the exceptionally 
figure for 1920 is mainly due to the fact 


$10,000,000 more than usual in order ty 
carry out the decennial census. Again 
if this amount is now too low, it mug 


have been much out of line during 


1910-16, for we are now spending ap. | 


proximately $30,000,000, or 54 per cent 
more than we did in those years, and 
the per capita costs are 27 cents greater. 
It is also interesting to note that the 
budget for 1925 allows for an increase 
in practically every activity within this 
group. 


Tue TREND IN Pustic Works 


The last of the three civil groups is 
entitled Public Works, and in it appear 
the following items: Rivers and Har. 
bors, Panama Canal Construction, 


Grovp II *—Researcna, Epucation AND DEVELOPMENT 


Net Expenpitures | Per Cent or Torat | 

ror Group II EXPENDITURES Per Caprra 
33,692,610 0.4 26 

(Est.) 1 5,530,280 2 


* Footnote to Group I, explaining source of figures, method of computation, etc., applies also to 


Group II. 


It is evident from this table that 
little change has occurred in the ex- 
penditures for research, education and 
development in the last five years, with 
the exception of the spurt upward to 
$72,000,000 in 1922. 

The point is sometimes made that 
there has been too much curtailment in 
the activities of th’s group, or that such 
activities are not being allowed to ex- 
pand rapidly enough to meet the new 
needs that arise. It is true that ex- 
penditures for 1924 are less than those 


Public Buildings Construction, Rural 
Post and Forest Roads, Alaska Rail- 
way, and the Reclamation Service. In 
pre-war and war days expenditures for 
rivers and harbors constituted from 40 
per cent to 50 per cent of the expendi- 
tures of this entire group. ‘The group 
as a whole shows an increase of almost 
100 per cent over the average for 1910- 
16, with a per capita increase of 

per cent, yet the relative importance of 
rivers and harbors shows little change, 
as approximately 46 per cent of Group 


that the Census Bureau required about | 
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[II expenditures went for this purpose 
in 1924. 

Beginning with about 1920, expendi- 
tures for rural post and forest roads 
began to be an important item, because 
of the extension of federal aid to 
states for construction of highways. In 
1920 about $25,000,000 was spent for 
this purpose; appropriations for 1924 
totalled $33,773,000, while the budget 
estimates call for $19,981,000 for 1925. 
To offset this increase there has been a 
reduction in costs of Alaska Railway 
construction and operation from ap- 
proximately $6,000,000 in 1920 to 
about $1,900,000 in 1924. The cost 
of Panama Canal construction is now, 
of course, mainly a thing of the past, so 
this item is rapidly becoming unimpor- 
tant. The summary table for Group 
III follows: 


THe TREND IN FepeRAL EXPENDITURES 


From this we see that the trend for 
both total and per capita net expendi- 
tures has been downward since 1921; 
that total expenditures for civil pur- 
poses are now (1924) $170,000,000, or 
80 per cent more than during 1910-16, 
while per capita expenditures are $1.22, 
or 55 per cent greater. Another impor- 
tant fact shown is that, whereas, in 
pre-war days, civil expenditures con- 
stituted 36.6 per cent of the total, they 
now constitute only 14 per cent, leaving 
86 per cent to go for wars, past, present 
and future, as compared with 63.4 per 
cent during 1910-16. 


War Costs 


The first of the non-civil groups is 
made up of the net expenditures by the 
Army and Navy. Those costs of the 
Army and Navy Departments which 


Group HI—Pustiic Works 


Net 
ror Group II 


DoLLars 
Per Capita 


Per Cent or 
EXPENDITURES 


(Ave.) 1910-16.................... 


In order to show the total net ex- 
penditures for all civil functions of 
government, the combined statement 
for Groups I, II and III is given: 


$83,980,339 2 
59,857,379 0 
85,071,042 1 

140,529,626 3. 

148,780,553 + 

171,800,099 5 

162,852,690 6 


are not primarily military in character 
are excluded, the expenditures for 
rivers and harbors being ruled out on 
this ground, while the cost of armament 


Groups I, II anp Foncrions 


YEAR 


Net Expenpitvures, 
Crvit Functions 


DoLiars 
Per Capira 


Per Cent or Torar 
EXPENDITURES 


$207,027,958 
218,059,062 
366,550,410 
516,119,499 
469,198,069 | 
445,974,694 
$77,649,219 
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and fortifications for the Panama 
Canal, and the maintenance of state, 
war and navy buildings are included. 
After the war, of course, there was a 
continued reduction in the total for 
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expect that the expenditures for these 
purposes would decrease as soldiers, 
having been trained to take up certain 
lines of work, are dismissed from gov- 
ernment care and no longer constitute 


this group, the 1923 figures being only a government charge. On the other (Av 
about 38 per cent as large as those for hand, if past policies are to be followed, (AV 
1920. In spite of the substantial re- the costs of this group will continue to 
duction, present expenditures are more grow in the years to come, as more 
than twice as large as in the pre-war liberal treatment is accorded the vet- (Es 
years, 1910-16. Per capita figures for erans. At any rate, we should note (Es 
1924 show an increase of 84 per cent that at present roughly one fourth of = 
over those of the pre-war years. It the net costs of the Federal Govern. 
might be interesting to note that the ment is for the care of soldiers, whereas, 
amount to be spent by the Army and in pre-war days, less than 3 per cent th 
Navy in 1924 would have met ap- went forthis purpose. (See next page.) 
proximately 85 per cent of the total : : f 
net costs of the Federal Government SpeciaL War Activities 
during 1910-16. The summary state- In Group VI were included the Rail- 
ment for this group follows: road Administration, Shipping Board, tu 
Group IV—Army anp Navy Wi 
pe 
Net EXPENDITURES Per Cent or Totat | Dotiars 
ror Group IV EXPENDITURES Per Capita 
$256,971,389 39.2 2.65* 
6,302,322,105 78.0 59.45* 
AES 646,067,183 17.1 5.81 
516,801,404 16.9 4.67 
* The per capita figures for this group were not given in Dr. Rosa’s article. I have computed them 
by using the Census Bureau's estimated population figures for the years 1911-19, inclusive. ’ 
. Fuel and Food Administration, and 
PENSIONS AND REHABILITATION Special War Activities. Most of the 
In Group V are included the amounts _ obligations arising from these activities \ 
paid as pensions, the cost of war-risk were cancelled rapidly in the years im- t 
insurance, the expenses of the Federal mediately following the war. The r 
Board of Vocational Education for the Railroad Administration was by far the i 
rehabilitation of soldiers, and those most important of the group, it being ( 
costs of the Public Health Service responsible for almost two thirds of the 
which can be allotted to the care of expenditures in 1920. In 1922 there 
soldiers. For this group it is evident was a surplus of receipts over expendi- 
that the trend is upward rather than tures, due to the payment by the rail- 
downward since the war, but what the roads for equipment purchased by the ' 
future direction will be is extremely Government during the war, and re- | 
problematical. In one sense, we should payments by the roads of certain loans | 
— 
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Group V—PENSIONS AND CARE OF SOLDIERS pr 


Net Expenpirures | Per Cent or 
For Group V EXPENDITURES Per Capita 
$165,300,944 2.5 1.69* 
(Ave.) 236,816,982 2.9 2.25* 
752,876,704 24.6 6.80 
(Eet.) 1084. 702,139,116 26 6.26 
* See note to Group IV. 
made to them by the Government. At 1924 amounting to $721,000,000, or : 


the present time, practically the only 
expenditure in this group is on account 
of the Shipping Board, for which the 
Budget Bureau asks $30,000,000 for 
1925. Because of the temporary na- 
ture of this group, it was not considered 
worth while to reduce the figures to a 
per capita basis. 


Group VI.—Osuications ARISING FROM THE Recent WAR 


$6.43 per capita. The extent of the 
change becomes more apparent when it 
is realized that the amount paid as 
interest in 1922 ($964,000,000) coin- 
cided almost exactly with the figures 
for the total debt of 1912 and 1913. 
With rigid economy being practiced 
both under the influence of the Treas- 


YEAR 


Net ExpENDITURES 
ror Group VI 


Per Cent or Toran 
EXPENDITURES 


1,634,695,094 
819,633,857 
(—35,674,225)* 
149,991,375 

10,534,057 


$1,205,255,174 


* Surplus. 


In the years immediately prior to the 
war, the United States was in the for- 
tunate position of having a small inter- 
est-bearing debt, the amount fluctuat- 
ing between $913,000,000 and $970,- 
000,000 during the years 1910-16. At 
the low interest rates then prevailing, 
this resulted in an interest charge of 
little over $23,000,000, or 21 cents per 
capita. The present situation, as every 
one realizes, is far different. The 
total debt is now approximately $22,- 
000,000,000, with interest charges for 


ury Department and the Budget Bu- 
reau, the burden of debt is being light- 
ened as rapidly as conditions permit. 
The budget for 1923 provided for a 
retirement of debt to the amount of 
$330,000,000, this figure being in- 
creased to $345,000,000 for the fiscal 
year 1924. In spite of the reduction, 
however, interest charges still amount 
to more than one fourth of the total net 
expenditures. When the amount being 
used for the retirement of public debt 
is added to the interest charges, we find 
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count of debt, which is very nearly 
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that they comprise 39.4 per cent of the 


total expenditures. Stated a little double what the entire Government was tod 
differently, we are now paying more costing in pre-war days. The tables rio 


than $1,000,000,000 annually on ac- for Group VII and Group VIII follow: 


Group VII—INTEREstT 


Ner Expenpirvures | Per Cent or Torat | 
ror Group VII EXPENDITURES Per Caprra 
115,853,240 1.4 1. 09* 
929,131,128 16.3 8.73 
964,674,521 25.6 8.88 
867,198,710 28.3 7.83 
a < * See note to Group IV. 
Group VIII—Retirement or Pusuic Dest 
Wave ‘or Ex | pec | 
Yr Net Expenpirures | Per Cent or Torat | Dottars ta 
ror Group VIII EXPENDITURES Per Caprra 
— 
te 
330,088,800 10.8 2.98 
1e Trend in Recent State Expenditures r 
By Austin F. Macponacp, Pu.D. 
University of Pennsylvania 
N the year 1913 the forty-eight taken into consideration in making any re 
states of the Union spent about 382 comparison of governmental expendi- sl 
million dollars for governmental pur- tures during the last decade. One is an r 
poses. In 1922 they spent somewhat _ increase of 35 per cent in the population d 
in excess of one billion, 280 million of the United States; the other is an in- V 
dollars. The cost of operating our crease of 49 per cent in the general level; tl 
state governments increased, therefore, of prices. s 
235 per cent in the nine-year period Reduced to a per capita basis, the in- F 
from 1913 to 1922, Made without ex- crease in the governmental expendi- 0 
planation or reservation, thisisarather tures of the states from 1913 to 1922 t 
startling statement. But there are was199percent. Costs rose gradually t 
_ two factors which obviously must be until 1919; after that year they s 


mounted rapidly. The following table 
indicates per capita costs for the pe- 


riod: 


9: 
5.03 
5.08 
11.82 


The figures are not fairly compa- 
rable, however, until allowance is made 
for fluctuations in the price level during 
the last decade. The United States 
Bureau of Labor compiles monthly an 
index number based on the wholesale 
prices of 404 commodities; and the per 
capita expenditures of the states, when 
weighted in accordance with this index 
number, indicate with reasonable accu- 
racy the real increase in the cost of 
running our state governments. The 
table below gives per capita govern- 
mental-cost payments of the states in 
terms of 1913 dollars: 


4.98 
2.87 
2.95 
6.43 


and measured in terms of 1913 dollars, 
therefore, state expenditures for gov- 
ernmental purposes exactly doubled in 
the period from 1913 to 1922. One 
hundred per cent represents the true 
rate of increase. In 1917 and 1919, as 
shown by the table, the states spent 
relatively less than in the year imme- 
diately preceding the outbreak of the 
World War. This decrease was due to 
the large part played by salaries in 
state costs. Salaries and wages always 
lag behind commodity costs in a period 
of rising prices, and their action during 
the last few years proved no exception 
to the general rule. Until 1920 the 
states were paying salaries based in 


When reduced to a per capita basis. 
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large measure on the pre-war price 
scale. By 1921, however, this dis- 
crepancy had been adjusted, and did 
not need to be considered in comparing 
state expenditures. 

An actual increase of 100 per cent in 
the per capita cost of running our state 
governments within the short space of 
nine years calls for more than a passing 
comment. It represents a real burden 
on the taxpayers of the nation. Dur- 
ing the same period municipal expendi- 
tures increased less than twenty per 
cent, due allowance being made for 
growing population and rising prices. 
A comparison with the costs of the 
Federal Government cannot fairly be 
made, because of the effect of the war 
on national finance. 

Whether the taxpayers are receiving 
an equivalent for the rapidly mounting 
costs of their respective state govern- 
ments in the form of more and better 
services is a pertinent question. In 
recent years the states have been called 
upon to perform many functions for- 
merly left to private initiative. Edu- 
cation and charity, for example, have 
been transferred in large part from pri- 
vate to governmental agencies. New 
duties entail new expense, even if 
carried out in niggardly fashion. And 
the work of the states has been per- 
formed in anything but a parsimonious 
manner. The people have consistently 
laid more stress on raising the standard 
of service than on reducing the ex- 
penses of government. Better training 
for teachers is demanded instead of 
lower salaries. Concrete highways at 
a construction cost of $35,000 a mile 
are preferred to cheap dirt roads. 

The demand of the American people 
for new services and for higher stand- 
ards undoubtedly accounts in part for 
the rapidly increasing cost of operating 
our state governments. Whether it 
offers an adequate explanation can be 
determined only by examining in detail 


= 
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the various items of state expenditure, 
and ascertaining the purposes for which 
state money is being spent. 


LOOKING FOR THE REASON 


The Census Bureau of the Depart- 
ment of Commerce, in its classification 
of state expenditures, separates them 
into two general groups. Under the 
heading “‘Governmental-Cost  Pay- 
ments”’ are included all items which 
can properly be regarded as costs of 
running the state governments. It is 
this group which must be considered in 
making any comparison of state operat- 
ing costs. A number of other pay- 
ments made by the states are grouped 
together and labeled “‘ Non-Govern- 
mental-Cost Payments,” since they do 
not result in a decrease in the value of 


state assets without decreasing in- 
debtedness. They include such items 


as the purchase of investments, the 
purchase of supplies in excess of those 
used or sold, and the final payment of 
debts. Non-governmental-cost pay- 
ments cannot accurately be listed as 
state expenses, and have therefore been 
disregarded in this paper. 

In examining the trend of state ex- 
penditures during the past few years, it 
is necessary at times to base statements 
upon the figures for 1921, and even, in 
some cases, upon those for 1919, be- 
cause the Census Bureau’s analysis of 
the list for 1922 is not yet available. 
This is regrettable, for state costs 
mounted more rapidly between 1921 
and 1922 than in any preceding year. 
A partial reliance upon statistics for 
1921 in making comparison with those 
for 1913 will not, however, invalidate 
our conclusions as to the direction that 
state expenditures are taking. 

About 10 per cent of state expendi- 
tures for governmental purposes in 
1913 was made for the upkeep of the 
legislature, the courts, and the various 
branches of the executive department. 


rhe governor, the secretary of state, 
the auditor, the treasurer, the attorney. 
general, and the civil service commis. 
sion were all included in this group, 
The actual amount spent per capita 
was 42 cents. This sum rose gradually 
to 45 cents in 1915, 50 cents in 1918, 64 
cents in 1921, and 66 cents in 1999 
Reduced to terms of 1913 dollars, how. 
ever, the 66 cents of 1922 became 4 
cents, an increase of but little more 
than 4 per cent in the expenses of 
general government. Other costs hay- 
ing risen rapidly during the period, the 
percentage of the whole chargeable to 
this item was less than 6 per cent in 
1922. Obviously we must look further 
to find the cause of rapidly mounting 
government expenditures. 

Nor does the amount devoted to the 
protection of person and property re- 
veal any marked increase. In 1913 the 
states were spending for this purpose 26 
cents per capita, or 6} per cent of the 
total paid out in that year. Police and 
fire protection, in so far as these were 
state activities, the work of enforcing 
the game laws, the upkeep of militia 
and armories, the regulation of corpo- 
rations, of weights and measures, and 
of the practice of professions such as 
law and medicine, and the inspection of 
factories, mines and quarries, were all 
included under the general heading 
“Protection to Person and Property.” 
The amount spent for militia and ar- 
mories has not increased materially in 
the last decade; in fact, less per capita 
was spent by the states on the National 
Guard in 1919 than in 1915. The use 
of National Guard units by state execu- 
tives to put an end to strikes brought 
the organization into disfavor in many 
parts of the country. The sum used 
for various regulatory purposes rose 
gradually, but by 1922 the total 
amount devoted to protection of person 
and property was only 48 cents per 
capita, as compared with 26 cents nine 
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years previously. This meant a real 
increase, eliminating price changes, of 
about 53 per cent. Only 4 per cent of 
state payments in 1922 went for per- 
sonal and property protection, showi ing 
that this item was relatively less im- 

rtant than in 1913. 

In 1914 the Federal Government 
inaugurated the practice of subsidizing 
the states for the purpose of carrying on 
extension work in agriculture, and re- 
quired the state governments to make 
large appropriations for the work be- 
fore receiving federal funds. As a 
result, the Census Bureau found it nec- 
essary to make a new heading in its 
dassification of state expenditures, 
which it labeled “Development and 
Conservation of Natural Resources.” 
Payments for forest fire protection, for 
the maintenance of dams and reser- 
voirs, for the protection of fish and 
game, and for a number of other pur- 
poses were included in this group; but 
development of agriculture represented 
80 per cent of the total, the main items 
being agricultural extension work and 
the maintenance of agricultural experi- 
ment stations. In 1915 the states were 
spending 17 cents per capita on the 
development and conservation of their 
natural resources. Four years later 
the amount was only 23 cents, but by 
1922 it had leaped to 38 cents, an ac- 
tual increase of 53 per cent over 1915, 
even discounting rising prices. ‘The 
additional care bestowed upon natural 
resources was therefore responsible for 
at least a part of the increase in state 
expenditures between 1913 and 1922. 
But it was responsible for only a small 
part. In 1915 this item represented 
but 3} per cent of total state costs, and 
in 1922, despite greatly increased pay- 
ments, it accounted for an even smaller 
portion of the whole. 

In recent years considerable empha- 
sis has been placed upon public health 
and sanitation, and appropriations for 
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this work have grown larger annually. 
But the preservation of public health 
has never necessitated more than a 
trifling per capita outlay by the states. 
In 1913 the amount spent per capita 
was 7 cents—less than 2 per cent of all 
state disbursements for governmental 
purposes during the year. Nine years 
later it was 20 cents, an actual increase, 
after eliminating price changes, of 85 
per cent. But the portion of total 
state costs chargeable to this item was 
not quite so great in 1922 as before the 
war. More than half the money spent 
for public health and sanitation in 1919 
went for the prevention and treatment 
of communicable diseases. Chief of 
these was tuberculosis, large sums be- 
ing devoted to the care of tubercular 
patients in state institutions. Smaller 
amounts were used for the control of 
venereal diseases and epidemics, and in 
a number of states barbers’ examina- 
tions were conducted to guard against 
the transmission of skin diseases. 
Under the general heading “Conserva- 
tion of Health and Sanitation” were 
included the expenses of food regula- 
tion and inspection and of safe-guard- 
ing with especial care the physical 
well-being of children. 


GrowtTH or HigHways 


Of all the items in the list of state 
governmental expenditures, none has 
had such a remarkable growth as that 
labeled “Highways.” This refers only 
to the maintenance of roads, and does 
not include new construction. In 1913 
the states were spending for the care of 
their highways 14 cents per capita, or 
3} per cent of their total costs. Com- 
pared with 1903, when only 6 cents for 
each person had been paid out, this 
seemed a large sum; but it was dwarfed 
by the expenditures of the following 
years. The substitution of automo- 
biles, and particularly of heavy com- 
mercial trucks, for the lighter 
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horse-drawn vehicles of former days, 
resulted in an unprecedented amount 
of wear and tear on the highways, and 
made necessary the outlay of thousands 
of dollars for upkeep where hundreds 
had previously sufficed. In 1915 state 
‘costs for road maintenance had 
mounted to 23 cents per capita; in 1917 
they were 33 cents; by 1919 they had 
reached 59 cents; in 1921 they were 72 
cents; and by 1922 they had climbed to 
98 cents per person. This was a nomi- 
nal increase of 600 per cent over 1913, 
and of more than 1,500 per cent over 
1903. Even when reduced to terms of 
the pre-war dollar, it represented an 
actual rise of 364 per cent over 1913. 
By 1922 the states were devoting some- 
what in excess of 8 per cent of their 
total governmental expenditures to the 
upkeep of highways—more than four 
times the amount they had been spend- 
ing on new road construction three 
years previously. It must not be for- 
gotten, however, that the Federal 
Government pays over to the states 
every year large sums to aid in the 
building of new highways, while placing 
the burden of maintenance entirely 
upon the state governments. Nearly 
half of the money listed under state 
disbursements for road upkeep in 1919 
was not spent directly by the state 

‘ governments, but was distributed by 
them among their civil subdivisions, to 
be used under state supervision. 


CHARITIES AND EpucaTIONAL 
EXPENDITURES 
For a number of years the largest 
amount paid out by the states for any 
item of expenditure, with the single 
exception of education, was for chari- 
ties, hospitals and corrections, which 
are placed by the Census Bureau in one 
group. In 1913 the per capita cost was 
90 cents, or 22 per cent of the total cost 
of operating the state governments. 
Nine years later it had risen to $1.50. 
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Eliminating price fluctuations, this Was 
an actual increase of only 11 per cent 
as compared with a general rise of 100 
per cent in state costs. In 1922 chari. 
ties, hospitals and corrections were re. 
sponsible for but 12 per cent of state 
governmental disbursements, so that 
they were relatively less important 
than in former years. Of the total for 
charities, hospitals and corrections, less 
than 20 per cent went for charities jp 
1919. Most of the money listed under 
charities went to state institutions, 
those for the care of the feeble-minded, 
the blind, the deaf, and the mute being 
the chief beneficiaries. Poor asylums 
and state homes for children also re- 
ceived considerable sums, while small 
amounts were expended for outdoor 
poor relief, particularly by the New 
England states. Large payments were 
made to hospitals for the care of the 
insane. This single item accounted for 
nearly all expenditures made for hospi- 
tals, and by itself represented in 1919 
almost 7 per cent of total state govern- 
mental costs for that year. State 
correctional institutions also received 
large amounts. 

In 1922, as in 1913, the largest single 
item of state costs was education. Ex- 
penditures for educational purposes 
increased considerably during the nine- 
year period, but only half as rapidly as 


state expenses. In 1913 nearly 35 per 
cent of all state governmental pay- | 
ments was made for education; in 1922 
less than 29 per cent was devoted to 
this purpose. The 1913 outlay per 
capita was $1.38; by 1922 this had risen 
to $3.07, but the actual increase in 
terms of pre-war dollars was only 50 
per cent. While some of the money 
was spent directly by the states in their 
own institutions, most of it was dis- 
tributed by them among their civil 
subdivisions. The method of appor- 
tionment and the extent of the super- 
vision exercised by the states over the 
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yse of the allotted f unds varied greatly 
from commonwealth to common- 
wealth. While appropriations for 
schools were in most states fairly 
generous, the sums made available for 
libraries were ludicrously small. In 
1919 they amounted to one cent per 
capita, or less than one-sixth of one per 
cent of all state governmental expendi- 
tures; and three years later, though 
they had risen to nearly two cents for 
each person, they still represented less 
than one-sixth of one per cent of total 
state costs. 


OrneR EXPENDITURES 


State expenditures for most of the 
newer functions of government have 
increased rapidly in recent years, but 
this is not true of recreation. Under 
the general heading “ Recreation”’ are 
included parks, reservations and monu- 
ments, as well as public amusements 
furnished by the state and recreation of 
an educational nature, whether within 
or without the schools. In 1913 two 
cents per capita was spent by the states 
for recreational purposes, but in the 
years immediately following 1913 this 
amount fell off to one cent per capita, 
where it remained until 1921. In the 
latter year it rose again to two cents, 
only to fall off slightly during 1922, so 
that during a period when state ex- 
penditures doubled, recreational out- 
lays increased not at all. In fact, in 
terms of the 1913 dollar, there was a 
decrease of 45 per cent—the only de- 
crease in the long list of state expendi- 
tures. State officials are sure to meet 
with popular approval when they fix 
their attention upon the laudable task 
of preventing unneccesary outlays. 
But it seems rather unfortunate that 
they should choose as the first field of 
their endeavor the supplying to the 
people of wholesome recreation. 

A number of items of state expendi- 
ture have been grouped together by the 
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Census Bureau for want of a better 
classification, and labeled “General.” 
Here are found all the odds and ends of 
state costs, such as printing and sta- 
tionery and sums paid out to satisfy 
judgments. More than half of the 
total paid out under this heading in 
1921 went for pensions, especially to 
veterans of former wars. This group 
of expenditures does not represent a 
large part of governmental-cost pay- 
ments, though its importance has 
steadily grown in recent years, the rate 
of increase between 1915 and 1922 be- 
ing 259 per cent, after the elimination 
of price fluctuations. 

In recent years state debts have 
mounted rapidly. Current revenues 
have not proved sufficient to pay for 
the large construction programs under- 
taken by a number of commonwealths, 
while the movement for bonuses to 
veterans of the World War has led to a 
still further extension of state indebted- 
ness. In 1915 the per capita debt of 
the states was $4.31; by 1922 it had 
risen to $8.12, an increase of 88 per 
cent. Under these circumstances we 
should expect to find a similar rise in 
the amount paid out by the states for 
interest charges, and the figures do not 
disappoint us. In fact, they show an 
even greater increase for interest pay- 
ments than for state debts, doubtless 
because of the advance in the general 
level of interest rates during the period. 
Interest payments have never played 
an important réle, however, in the cost 
of operating our state governments. 
They represented less than 23 per cent 
of all state expenditures in 1921. 

A small sum, amounting to four cents 
per capita in 1903, and falling to two 
and one-half cents per head nineteen 
years later, was paid out by the states 
for public service enterprises. Not 
many more than a dozen common- 
wealths had expenses of this nature, 
but every group in the Union except 
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the Middle-Atlantic and East South 


this heading were included such items as 
the maintenance of irrigation systems, 
canals, docks, wharves, landings and 
ferries. North Dakota maintained 
— mills, elevators and an electric railway; 
Texas operated a railroad; Kansas made 
expenditures for a school-book publish- 
ing house; and Oregon, for’a lime plant. 

In its classification of state govern- 
mental-cost payments the Census Bu- 
reau is careful to distinguish between 
operating expenditures and payments 
for new construction. The amounts 
paid by the states for the acquisition 
and construction of permanent proper- 
ties and public improvements is listed 
under the general heading of “Out- 
lays.”” Here are found the sums ex- 
pended for new highway construction, 
for schools, libraries, hospitals and 
other buildings, and for equipment of 
various kinds. State expenditures for 
outlays increased much more rapidly 
than those for operating purposes. In 
1913 the states spent 50 cents per head 
on new construction; by 1922 this item 
had risen to $2.94. Even in terms of 
the pre-war dollar the 1922 payments 
amounted to $1.97, an actual increase 
of 294 per cent. Outlays represented 
little more than 12 per cent of state 
payments in 1913; but in 1922 they 
accounted for 24.8 per cent of total 
state disbursements. This rapid in- 
crease in construction costs was charge- 
able almost entirely to the extensive 
road building programs entered upon 
by the states. The amounts expended 
for schools, hospitals and asylums in- 
creased materially between 1913 and 
1921, yet in 1913 they represented 25 
per cent of state outlays, while in 1921 
they accounted for but 16 per cent of 
all construction costs. Expenditures 
for new highways, on the other hand 
rose during the period from 25 per ceng 
to 74 percent of thetotal 
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Figures for 1922, were they available 
would doubtless show an even ; 
percentage chargeable to road con. 
struction. In 1913 the forty-eight 
states of the Union spent a little more 
than $12,000,000 on road buildi 
eight years later the thirty states listl 
in the Census Bureau’s report of that 
year spent nearly seven times 12 mj. 
lion. This rapid increase is all the 
more remarkable when we conside 
that the Federal Government is bearing 
a considerable portion of the expense of 
highway construction. 


STATE EXPENDITURES INCREASED 
IN Ratio To EXPANSION AND 
IMPROVEMENT 


Armed with this long and rather 
tedious array of statistics, we are ina 
position to draw some conclusions as to 
the recent trend of state expenditures, 
Governmental costs, we find, are rising 
steadily, but these increases are due 
almost entirely to the expansion of 
governmental activity and to the im- 
provement of governmental service. 
Eliminating price fluctuations, there 
has been no material increase in the 
last decade in the per capita cost of 
operating our state executive, legisla- 
tive and judicial departments. The 
same is true of protection to person and 
property, while public recreation has 
suffered a decrease. Education, chari- 
ties, hospitals and corrections have all 
been affected by the public demand for 
higher standards. Better equipped 
schools and better trained teachers are 
everywhere regarded as a_ necessity. 
The care of the physically, mentally 
and economically unfit is coming to be 
regarded as a science. ‘These changing 
concepts mean larger appropriations to 
maintain the higher standards, but the 
increases have not been large. The 
cost of public health and sanitation 
work has risen more rapidly in the last 
decade. Special attention paid to the 
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ntion and treatment of communi- 
cable diseases has resulted in an in- 
crease of 85 per cent. 

But the most startling development 
of the last decade in the field of state 
fnance has been the rapid growth of 
one or two functions which were so in- 
significant at the beginning of the 
present century that they were almost 
lost in the long list of state expendi- 
tures. Chief of these is highways. A 
rise of 364 per cent in disbursements 
for highway maintenance between 1913 
and 1922, and an increase which must 
have been nearly 1,000 per cent in pay- 
ments for road construction, go far 
toward explaining the increased cost of 
operating our state governments. This 
is particularly true when we remember 
that differences due to a growing popu- 
lation and to an increase in the general 
level of prices have been eliminated. 
The rate of increase would otherwise be 
nearly twice as great. The develop- 
ment and conservation of our natural 
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The Trend in City Expenditures 


By Lane W. Lancaster, Pu.D. 


1 


resources, an item not even recognized 
in the Census Bureau’s classification of 
state expenditures in 1913, had reached 
the surprising sum of 38 cents per 
capita by 1922. The ultimate result of 
a policy of conservation is to save the 
natural wealth of the states, but its 
immediate effect is to require the out- 
lay of more money. 

It seems clear that there will be no 
considerable reduction, in the immedi- 
ate future, at least, of state operating 
costs. The people are demanding 
more and better services from their 
state governments, and they are re- 
ceiving what they ask. Voz populi, 
vox det. But when in the same breath 
they demand lower taxes, their col- 
lective voice loses some of its divine 
quality. Only foolish mortals would 
expect to pay less and receive more. 
The people are getting better roads and 
more of them; they are getting more 
schools and better teachers—but they 
are paying the bills. 
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Wesleyan University 


NE of those facts which so strik- 

ingly illustrate the process of gov- 
ernment has been the taking on by pub- 
lic financial questions of an undoubted 
“news” value during the past few 
years. Facts hitherto buried in unat- 
tractive official reports, heeded by few 
and understood by still fewer, have 
come to figure in the headlines and to 
receive whole columns and not mere 
paragraphs of explanation and com- 
ment. During and since the war the 
average man has received an informal 
education in public finance, the illus- 
trations of which have been drawn 
largely from the field of federal 
finances, For figures of debts and ex- 


penditures running into the billions 
catch the imagination of the dullest. 
The trend in city expenditures in re- 
cent years, however, has also been 
significant and it is to this trend that 
attention will be called, for we are 
justified in feeling that it is potentially 
as important as the ephemeral, if 
huge, transactions of the Government 


at Washington. 


Several criteria exist by which we 
may judge of the recent trend in city 
expenditures. There are, first of all, 
the figures collected annually by the 


Recent TENDENCIES IN CITY 
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ee of the Census relating to the 
receipts and expenditures of those 
cities having populations in excess of 
30,000. These figures are comparable 
for 146 cities from 1903 to 1922 and 
for 199 cities between 1918 and 1922. 
Secondly, it is possible to get fairly ac- 
curate figures on the increase in the 
local tax burden which are of first-rate 
significance, though they do not show 
the cost of capital improvements. In 
the third place, there is a considerable 
body of reliable data concerning local 
debts which show perhaps better than 
any other source the purposes for 
which cities are spending their funds. 

While figures showing total city ex- 
penditures are of little significance in 
showing the real burden of govern- 
ment, it is interesting to note that the 
governments of the 261 cities of over 
30,000 population spent in 1922 the 
sum of $2,222,566,519.' This was 
equivalent to a per capita expenditure 
of $57.38. Of this latter figure, per 
capita costs for the maintenance of all 
general depart mental services amounted 
to $33.15. To this must be added 
$2.75 per capita for the maintenance 
of public service enterprises, $5.52 
for interest on public debts, and $15.95 
for the cost of permanent improve- 
ments added during the year. For the 
199 cities for which comparable fig- 
ures exist per capita costs rose be- 
tween 1918 and 1922 from $34.68 to 
$58.07. 

During 1922 these 261 cities re- 
ceived moneys to the amount of $2,- 
007,008,796, or $51.81 per capita. Of 
this total 68.7 per cent was derived 
from property taxes. The increase in 
the amount of property taxes col- 
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1 The figures in this and the two paragraphs 
following were taken from a summary of the 
reports to the Bureau of the Census for 1922, 
issued to the press December 28, 1923. Com- 
plete figures for 1922 are not yet available in 


printed form. Peer smaller in such cities than in the larger ones. 
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lected by 199 cities was 21.5 per cen 
from 1915 to 1918 and 82.1 per cent 
between 1918 and 1922. Per capita 
property taxes were $35.47 in 192 
$21.43 in 1918 and $18.87 in 1915, 
An analysis of the costs of city gov- 
ernment in 1922 shows the following 
per capita expenditures for the prin. 
cipal municipal functions: Gener) 
government (including the executive, 
legislative and judicial organs), $2.94. 
protection of person and _ property, 
$6.66; health and sanitation, $345; 
highways, $2.87; hospitals, charities 
and corrections, $2.08; schools, $12.50: 
libraries, $.41; recreation, $1.09, and 
miscellaneous functions, $1.34. The 
per capita costs of these functions ar 
shown in Table I.2 (See next page.) 


WHERE THE INCREASES Have 


These figures give some indication 
of the relative importance of the vari- 
ous city functions during the past ten 
years. The largest increase recorded 
is for schools, the figure for 1922 being 
138.5 per cent higher than that for 
1912; charities, hospitals and corree- 
tions come next with an increase of 
84 per cent; then follow health and 
sanitation, 83.6 per cent, recreation 70 
per cent, protective functions, 66.9 
per cent, and highways 45 per cent. 
By far the greater portion of these 
increases took place during the last 
five years of the period covered by the 
table. Educational costs increased 
17.5 per cent between 1912 and 1917 
and 90.5 per cent between 1917 and 
1922; the cost of protective functions 
increased but 2.5 per cent ‘between 


2 In Table I the figures for 1921 are less accv- 
rate than those for the other years since 80 of 
the 253 cities, which in that year had a popv- 
lation in excess of 30,000, made no reports to 
the Bureau of the Census. Most of these cities 
failing to report were in that group which im 
cludes cities between 30,000 and 50,000 popu 
lation, Per capita costs are considerably 
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TABLE I—Per Caprra Expenprrvres or Cities or Over 30,000 PopvLATION FOR THE Prin- 
crpaL Crry Functions, 1912-1922 


| 
PROTECTION | fe 
TIES, 
AND Hicu- Hospr- | Epuca- | Recre- 
GENERAL PERSONS vee 
Sanrra-| WAYS TALS, TION | ATION 
DEPARTMENTS | AND PRop- 
TION Correc- 
ERTY 
TIONS 
$17.34 $3.99 $1.77 | $1.98 | $1.13 | $5.24 | $0.64 
tae 18.55 4.09 1.87 | 2.10 1.26 5.82 | 0.69 
Ta 18.69 4.10 1.90 | 1.98 1.34 6.01 | 0.67 
Se 19.07 4.09 1.94 2.01 1.36 6.16 0.67 
20.11 4.24 2.09 2.06 1.48 6.56 0.70 
ee 21.75 4.55 2.35 2.09 1.58 7.0 0.75 
aa 30.24 6.23 3.21 3.00 2.08 10.62 0.99 
See 33.15 6.66 3.25 2.87 2.08 12.50 1.09 
1912 and 1917 and 57 per cent between TABLE Il—Per Cent or Torat Govern- 
1917 and 1922; recreation costs in- MENTAL Cost PAYMENTS FOR EXPENSES OF 
. GENERAL DEPARTMENTAL SERVICES, FOR 
creased 55.7 per cent during the latter 
period as compared with 4.7 per cent 
917 The increase i 
from 1912 to 1917. ‘The increase in —— 
the governmental costs of all general _ 
hetwe O17 9292 
departments between 1917 and 19 Yoon Gunnet 
was 64.8 per cent and only 10 per cent Depart- | Interest | Outlays 
between 1912 and 1917. It is a fair ments 
inference from such an analysis of 
these figures that the larger increases 1911 51.1 10.9 34.0 
have been due, generally speaking, 1912 53.0 11.2 | 31.6 
to the so-called “‘social” functions 
of government, health and sanita- 57:3 | 
tion, education, recreation and char- gig... 58.9 12.7 | 23.7 
ities. The extent to which these 1919....... 61.1 12.7 | 20.8 


figures signify real increases in terms 
of purchasing power is discussed below. 

Another measure of present and re- 
cent tendencies in city expenditures is 
afforded by a study of figures showing 
the per cent distribution of govern- 
mental-cost payments for the expenses 
of the general departmental services, 
for interest and for outlays. Table II 
presents these figures for the period 
1911-1919. 


*No report on the financial affairs of cities 
Was issued by the Bureau of the Census for 
1920; the figures for 1921 are incomplete, and 
those for 1922 are not yet available. we", 


Table II shows, in the first place, 
that for the period which it covers the 
expenses of the general departmental 
services have absorbed a steadily in- 
creasing share of the funds available 
for the work of government, 51.1 per 
cent of expenditures being for this 
purpose in 1911 and 61.1 per cent in 
1919. In the second place, in 1919, 
1.8 per cent more of the total expendi- 
ture is chargeable to the single item of 
interest. More significant perhaps is 
the fact that in 1919, 20.8 per cent of 
the annual expenditures of these cities 
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went for outlays whereas, in 1911, 34 
per cent was chargeable to this item. 
This last fact would seem to indicate 
an increasing resort to borrowing. The 
extent and significance of public borrow- 
ing in recent years is dealt with below. 

The increase in city expenditures 
may also be measured in terms of the 
taxes levied by local governments. 
Figures published in October, 1922, by 
the National Industrial Conference 
Board for thirty-nine states and the 
District of Columbia show that per 
capita taxation by local governments 
had increased on the average 141.7 per 
cent between 1911 and 1921.4. That 
large increases in the cost of local gov- 
ernment generally have occurred in the 
last few years is amply shown by evi- 
dence taken from various state re- 
ports and investigations. The reports 
of the New York Special Joint Com- 
mittee on Taxation and Retrenchment 
show that the total direct taxes levied 
in that state increased from about 
$125,000,000 in 1910 to $185,000,000 
in 1920; for schools from $45,000,000 
in 1910 to $90,000,000 in 1920; for 
town governments from $6,000,000 in 
1910 to $15,985,000 in 1920. During 
this ten-year period the population of 
the state as a whole increased 14 per 
cent, the full value of taxable real 
property plus the assessed value of 
personal property increased about 45 
per cent, and total direct taxes levied 
increased 88 per cent. The most recent 
report of the New Hampshire Tax 
Commission states that the total of 
taxes locally assessed increased 187 per 
cent between 1910 and 1922. In Con- 
necticut tax collections in munici- 
palities increased 132.8 per cent be- 
tween 1912 and 1920; in West Vir- 
ginia municipalities the increase was 


‘National Industrial Conference Board, Re- 
search Report No. 55, October 1922. These 
figures, however, apply to all minor political 
subdivisions and include, therefore, counties, 
townships, school districts, ete. 
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almost exactly 200 per cent. Figures 
of the same general character taken 
from the official reports of many states 
show that increases in tax receipts of 
100 per cent during tlie past ten years 
are common and that increases of 159 
and even 200 per cent are not rare’ 


Tue Purposes or Ciry Expenprrurgs 

The figures of current expenditures, 
with which we have so far dealt, give 
a very inadequate account of the pur. 
poses for which cities are at present 
spending money. Light is thrown on 
this by an examination of the figures 
relating to municipal borrowing, 
Table III presents figures for long-term 
state and municipal borrowing between 


1912 and 1923.8 


TABLE Issves or Srate 
Locat Lone-Term OBLIGATiIons, 1912-1993 


YEAR Torat Issves 
498,557,993 
457,140,955 
296,520,458 
691,518,914 
1,199,616,561 
1,101,917,313 


5 See Reports of the (N. Y.) Special Joint Com- 
mittee on Taxation and Retrenchment, Legisla- 
tive Document No. 72 (1922), pp. 29, 33; No. 
55 (1923), p. 285; Annual Reports of Financial 
Transactions of Municipalities and Counties of 
California, for 1919, 1920, 1921 and 1922; Re 
port of the Michigan Committee of Inquiry into 
Taxation (1923), pp. 11-13, 28; Twelfth Report 
of the Board of State Tax Commissioners and 
State Board of Assessors (Michigan), 1921-2, 
pp. 25, 28, 58-59; Report of the (lowa) Joint Leg- 
islative Committee on Taxation, 1923, pp. 10-17. 

*Table III was compiled from the annual 
State and City Supplements of the Commercial 
and Financial Chronicle 1913-1923. The figure for 
1923 issues may be found in the issue of the same 
journal for January 26, 1924, Vol. 118, p. 36). 
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Grate AND MunicipaL Borrowina 


It is seen from this table that state 
and municipal borrowing for the past 
three years has exceeded a_ billion 
dollars annually. This figure is nearly 
three times the average of ten years 
ago and almost twice as great as the 
average of five years ago. It is worth 
noting, however, that there has been 
in both 1922 and 1923 an appreciable 
decrease in the total issues. The effect 
of the war is strikingly shown in the 
figure for 1918 when only $296,000,- 
000 was issued. During the war the 
priority in the call for capital which 
was given to essential war industries 
applied to municipalities as well as to 
non-essential private industries, and 
resulted in the sharp cessation of pub- 
lie construction work. The removal of 
this restriction is shown in the imme- 
diate and tremendous increases fol- 
lowing 1918. These increases, al- 
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though many are disposed to view 
them with alarm, are not difficult to 
explain. Had the war not occurred 
and had population and the price 
level remained stationary, we might 
have expected the annual issue of ap- 
proximately half a billion dollars of 
such securities to meet the normal 
needs of expanding urban commu- 
nities. None of these conditions ob- 
tained. Not only did urban popula- 
tion increase steadily, but the price 
level more than doubled between 1913 
and 1920 and the wages of skilled and 
unskilled labor entering into construc- 
tion work rose sharply during the same 
period. These are general causes 
which are suggestive in explaining the 
apparent huge increases in borrowing. 
The specific items of capital expendi- 
ture are shown in Table IV which 
sets forth figures showing the percent- 
age of total indebtedness chargeable 
to various purposes.’ 


TABLE IV—Percentace or State AND Monicipat Security Issues Devorep To Sprc:- 
FIED Purposes, 1912-1922 


Legend: 


I, Refunding; Il, Water; III, Streets and Bridges; IV, Sewers and Drains; V, Schools; 


VI, General Buildings; VII, Parks and Museums; VIII, Gas and Electric Light; IX, Funding and 


Improvement; X, Miscellaneous. 


Year mw | m {iw} v | x 
ee 3.85 | 15.48 | 23.13 | 6.72 | 11.79 | 7.93 | 3.43 | 2.00 | 4.76 | 20.91 
Me saseccsess 6.70 | 12,22 | 26.87 | 6.53 | 13.72 | 10.31 | 2.22 | 0.82 | 5.06 | 15.56 
Tee 1.97 | 11.95 | 30.94 | 6.86 | 13.27 | 9.26 | 1.70 | 0.74 | 3.29 | 20.02 
Mss escccces 6.44 | 8.90 | 27.29 | 6.30 | 16.09 | 6.60 | 2.00 | 1.69 | 5.01 | 19.68 
aes 5.13 | 8.42 | 31.16 | 5.14 | 15.37] 6.08 | 1.92 | 0.67 | 4.02 | 22.09 
See 3.40 | 6.30 | 29.16 | 7.24] 13.35 | 5.74 | 2.35 | 1.48 | 4.94 | 26.04 
re 3.27 | 13.62 | 22.22 | 12.02 | 14.07 | 4.04 | 0.84 | 1.33 | 8.64 | 23.22 
1.93 | 8.00 | 42.81 | 5.60 | 14.92 | 3.59 | 1.12 1.47 | 6.98 | 13.58 
ee 1.67 | 7.95 | 31.64] 5.80 | 19.00} 3.71 | 2.63 | 1.74 | 7.37 | 18.49 
ee 6.57 | 32.51 6.06 | 17.96 | 3.44 | 1.85 | 1.19 | 7.93 | 13.91 
2.71 8.50 | 31.21 8.30 | 21.53 | 3.64 | 1.76 | 2.51 | 6.92 | 9.22 


"Compiled from the same source as Table 
I. It is not yet possible to distribute the 
issues for 1928. No figures are available for 
tefunding issues in 1921. In 1922 state bonds 
to the amount of $40,800,000 were issued for 


7" 


the payment of soldier bonuses. This accounted 
for 3.7 per cent of all issues, but is not shown in 
the table. Column X includes such purposes 
as flood prevention, harbor and waterfront im- 
provements, transit, ferries, canals and irrigation. 
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This table shows, as might be ex- duction from such facts as are poy TABL 
pected, that by far the larger part of available. On the contrary, it is quit. 
municipal borrowing has been for possible to consider the increase jy 
streets and bridges, schools, water sup- municipal borrowing as signifying little — 


ply and sewers. These purposes to- 
gether account for practically 70 per 
cent of all borrowing. In the field of 
elementary and secondary education 
it is a matter of common knowledge 


more than the replenishment of wor. 
out and inadequate equipment and the 
provision of the normal amount of 
new improvements which it would have 
been possible to construct had not the 


that within the past twenty years war dried up the sources of capital. — 
revolutionary changes have taken It is not without interest to show at 1911. 
place in school architecture and cur- this point the amount of borrowing 1912. 
ricula which have led to the wholesale chargeable to the various units of wis. 
scrapping of equipment and necessi- local government. Figures making a4 
tated new and costly plants. The such a division have been compiled for 1916 
Junior High School movement and the the years 1911-1920 and are presented 1917 
wider use of the school plant for com- in Table V.° (See next page.) 1918 
munity activities have had the effect In 1911, municipal corporations — 
of requiring new equipment. More- proper (cities, towns and villages) js. > 
over, the load required of the school sued 68.3 per cent of all state and mu- 
plant is a steadily increasing one. The nicipal obligations; in 1920 the pro- stat 
average daily attendance in the public portion had fallen to 52.64 per cent. dec! 
schools of the country was two and a_ ‘The decrease in the relative volumeof | _ tot 
half million greater in 1920 than in _ securities issued by cities, towns and 
1913 and overcrowding is now uni- villages was, on the whole, relatively \ 
versal.§ steady. The percentage figures for the cre 
When we turn to the other chief other local government units tell a wh 
objects of capital expenditure we find different story. In 1911, issues by the it 
the demand for increased service as_ state governments constituted 11.8 ine 
insistent as in the field of education. _ per cent of the total; in 1920, 12.82 per | dy 
The demand for adequate streets and cent. County issues were 12.16 per chi 
highways has become almost an ob- cent of the total in 1911 and 19.67 per inc 
session. Closely connected with these cent in 1920; school district issues in- to 
improvements has been the work un- creased from 7.71 per cent in 1911 to sei 
dertaken under the auspices of the 14.87 per cent in 1920. Further anal- TI 
more than two hundred city planning _ ysis of these figures shows that during 
commissions now organized in the the last five years of the period the nv 
cities of the country. To be sure, responsibility for increased indebted- m 
extravagance may creep in with the ness rested entirely with the public er 
desire to realize unnecessary improve-  quasi-corporations of the country, m 
ments, but this is the case also with ‘ it 
functions which are well established as __.” This table compiled from the State and is 
City Supplements of the Commercial and Fina 
proper tasks for governmental au- 4:4] Chronicle, 1912-1921. Such a distribution b 
thority to undertake. There is, how- between the various units of government has e 
ever, no reason to make such a de- not been made for 1921, 1922 or 1923. See also g 
the present writer's “State Supervision of Mv k 
® See a summary of an advance report of the _ nicipal Indebtedness’’ (Philadelphia, 1924), PP 
Bureau of Education, made under the direction 13-15, and L. R. Gottlieb, “The Growth in 
of Professor Fletcher H. Swift, in the New York Local Tax Burdens,” in Quarterly Journal of tl 
Times, February 10,1924. ‘Economics, XNXVII: 874-882. 
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(000 omitted) 
Per Cent or Issvep BY 
> 29 
Year Issurp School Cities 
é 
7 States Counties Dis- Towns 
tricts Villages 
$396,859 11.83 12.16 68.30 
$86,551 8.80 13.12 8.18 | 69.90 
403,246 12.94 15.27 8.43 63.36 
474,074 15.37 13.77 8.30 | 62.56 
498,557 12.23 15.70 10.97 61.10 
457,140 9.32 22.84 11.29 56.55 
reer 451,278 11.66 18.23 9.94 | 60.17 
296,520 13.05 20.73 8.53 | 57.69 
691,518 10.76 32.78 11.19 45.27 


state and city issues showing actual 
decreases in their proportion of the 
total. 
SUMMARY 

While city expenditures have in- 
creased during the past few years at 
what appears to be an alarming rate, 
it is found on examination that the 
increase is apparent rather than real, 
due (1) to the lowering of the pur- 
chasing power of money; (2) to the 
increase in urban population; and (3) 
to the demand for new and better 
services on the part of the people. 
These points require examination. 

Between 1913 and 1920 the index 
number of wholesale prices of all com- 
modities rose from 100 to 226; by the 
end of 1922 it stood at 149. This 
means, as applied, for example, to cap- 
ital issues, that it would require the 
issue of approximately $910,000,000 of 
bonds in 1920 to buy commodities 
equal to those supplied by the issue of 
$403,000,000 in 1918. Although a 
large part of city costs are for labor 
“Wholesale Prices, 1890 to 1922, Bulletin of 


the United States Bureau of Labor Statistics 
No. $35, June 1923, p. 9. 


sulphate, ete. 


and services, it would seem safe to say 
that the increased cost of such serv- 
ices would, if anything, increase the 
disparity between the earlier and the 
later figure. Since city expenditures 
may not in all cases be made for the 
same commodities as those on whose 
prices the index number is constructed, 
it might be well to examine the trend 
in the price of those specific materials 
which are used in large quantities by 
cities. Here we find that the cost of 
building materials (consisting of lum- 
ber, brick, structural steel, etc.) in- 
creased 165 per cent between 1913 and 
1920; iron and steel products increased 
92 per cent; fuel and lighting, 141 per 
cent. Hemlock lumber increased in 
price 148.8 per cent; flooring, 223.5 per 
cent; siding, 252.1 per cent; timbers, 
179 per cent; common red brick sold 
for $6.56 per thousand in 1913, but 
brought $21.85 per thousand in 1920, 
an increase of 233 per cent. Similar 
increases are indicated for such metal 
products as tools, nails, cast iron pipe, 
roofing and wire and for chemicals such 
as sal soda, bleaching powder, copper 


| 
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Little need be said concerning the 
growth of urban population and its 
effects on city expenditures. In 1912 
there were in the United States 195 
cities with populations in excess of 
30,000; in 1922 there were 261 such 


: cities with an aggregate population of 
more than $7,000,000. The need for 
‘many city functions increases usually 


at a considerably greater rate than the 
population. This is seen most readily 
in the case of education, transporta- 
tion and utilities generally, and in 
health and sanitation. In view of the 
rise in the price level and an increase 
of over 10 per cent in population it is, 
in fact, surprising that much larger real 
increases in costs have not taken place 
during the past ten or twelve years. 
_ A third factor contributing to the 
increase in the money cost of govern- 
ment is the undoubted demand of the 
people for the assumption by their 
government of new functions and the 
more efficient administration of long 
established functions. 


We are constantly asking our public 
administrations to assume additional func- 
tions in new fields of activity. 


This has 


Trend in C 


_FYNHE Department of Commerce, 
_ Jt under pressure to lower expendi- 
tures, has curtailed considerably the 
material in Wealth, Debt and Taxation 
for 1922. One of the reports omitted 
is that concerning county expendi- 
tures. The result is to make impossible 
any intensive study of the expenses of 
local government—a study dealing 
with the changes in the various items 
of expenditure. Data on county debt 
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ounty Revenues 
By Harry A. Bartu, Pa.D. 


University of Pennsylvania 


been especially true in towns and Cities, 
We are asking our public adminis 
tration to perform long-established duties in 
a better, and therefore more expensive map, 
ner, such as better schools, better roadsayi 
bridges, better fire and police protection, 
better this, that, and the other, & genenl 
and perhaps unavoidable fact with whig 
every observing person is familiar. 

If the public demands progress along 
these lines, it must pay the Price of prog. 
ress. If these tax increases represents 
public extravagance and waste, the remedy 
would be the simple and direct reduction 
or elimination of appropriations. The tr 
answer lies in a fair appraisal of the cop. 
munity benefits and advantages conferred 
Do these community advantages pay a 
adequate return? Experience has demos. 
strated that some certain community «. 
tivities such as schools, police protection, 
fire protection, highways, etc., are neces 
sary to realize our best ideals of civilim. 
tion and can be best obtained through 
community effort. They bring to each 
member of society a larger and better r- 
turn for his efforts in his own calling, mor 
of the needful things and more of the com- 
forts and luxuries of life at less cost tha 
if each one were to purchase the same 
things without collective buying or com- 
munity co-operation." 


and county taxation have, however, 
been gathered and these furnish 4 
valid guide to the general trend in the 
cost of county government. 

The only other source for a study d 
this nature is the reports of state av- 
ditors where the auditors have been 
empowered to gather county statistics 
In an attempt to avail of this materia 
the state auditors were canvassed 
The results were satisfactory for only 


" Report of the (Iowa) Joint Legislative Committee on Taxation (1923), pp. 15-16. “7 
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half a dozen states. California com- 
piles reports as do Indiana, Idaho, 
Jowa, South Dakota, New Jersey and 
New Hampshire. However, the New 
Jersey reports are not published, the 
Idaho reports do not go back far 
enough to make comparisons possible, 
and no two of the reports follow the 
same expenditure classification. The 
material, therefore, is too scanty and 
the figures where available follow 
dassifications which are too divergent 
to make this source at all valuable 
except as a very inadequate supple- 
ment to the taxation and debt figures 
of the Census Bureau. 

Are ExpENDITURES INCREASING? 

But in spite of the paucity of the 
data the conclusions which may be 
reached are fairly certain and have a 
definite value. Expenditures neces- 
sarily follow revenue and debt figures 
closely and from these an accurate 
idea of expenditure increases can be 
obtained. This is after all the most 
important point to be discovered. For 
the real question to be answered by a 
study of this type is: Are we increas- 
ing our expenditures, and at what rate? 

Table I shows the county revenues 
for the years 1912 and 1922. This 
table is based on the report on revenue 
receipts in Wealth, Debt and Taxation, 
1912, and on the advance reports of 
the same publication for 1922. The 
first column gives the 1912 figures, the 
second those for 1922. The third col- 
umn indicates the per cent increase. 
The states have been arranged accord- 
ing to geographical divisions and the 
division totals are also given. 

The outstanding fact is the size of 
the increase for the country as a whole, 
—from $307,872,000 in 1912 to $742,- 
331,000 in 1922. This is an increase 

'Pp. 76, 77. The figures were computed by 
totalling the first eight columns, general property 


taxes to non-business license taxes inclusive. next to Illinois, had an increase of 273 
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of 141 percent. For some parts of the 
country the increase is far above the 
average, while of course other sec- 
tions bring down the average consid- 
erably. The increase as stated here is 
distinctly an average and not the nor- 
mal. Thirty states show increases 
considerably below 141 per cent. 

The variations between sections are 
quite large. The Pacific states show 
the smallest increase—a mere 70 per 
cent. At the other extreme is the 
East North Central district—Ohio, In- 
diana, Illinois, Michigan and Wiscon- 
sin—with a rise in revenue of over 
three times, 243 per cent, to be exact. 
New England shows an increase of 
95 per cent. The Middle-Atlantic 


states—New York, New Jersey and 
Pennsylvania—are slightly above the 


average with 144 per cent. The South 
Atlantic states—Delaware, Maryland, 
Virginia, West Virginia, the Carolinas, 
Georgia and Florida—combine at 163 
per cent. The other districts are quite 
close. The West North Central states 
—Minnesota, Iowa, Missouri, the Da- 
kotas, Nebraska and Kansas—average 
127 per cent. Kentucky, Tennessee, 

Alabama and Mississippi—the East 

South Central group—show a rise of 

113 per cent. The West South Cen- 

tral—Arkansas, Louisiana, Oklahoma 

and Texas—and the Mountain states 

—Montana, Idaho, Wyoming, Colo- 

rado, New Mexico, Arizona, Utah and 

Nevada—reach the same percentage 

increase, 121. The divergence in the 

figures shows that any generalization 

regarding the country as a whole would 

be totally inaccurate. 

Even generalizations for sections are 
not possible. States under substan- 
tially the same conditions show wide 
differences in revenue trends. Illinois 
had an increase of 96 per cent as com- 
pared with a sectional increase of al-— 
most 250 per cent. Indiana, though © 


24 Tue ANNALS OF THE AN 
4 TABLE I—Covunry Revenue, 1912-1922 
1922 on 
County Revenve 1912 1922 Per Cent | Basis or 
INCREASE or 1912 un 
CREASE 
Total, United States............ $307,872 e.. 42,331 141 $494,889 60 
New England.................. $1,644 $9,067 95 aon | = 
674 1,056 56 704 5 
New Hampshire.............. 688 1,086 57 724 5 
ree 25 55 120 36 “4 
Massachusetts 2,892 5,718 98 3,812 31 
Connecticut.................. 364 1,152 216 768 ili 
Middle Atlantic................ 36,314 88,673 144 9,114 63 
14,065 30,622 117 20,414 B 
9,1: 25,126 175 16,750 83 
| rere 13,119 32,925 151 21,950 67 
Central 55,103 189,387 243 126,258 129 
19,588 76,345 289 00,896 139 
8,977 33,500 273 22,332 148 
6,236 23,217 272 (15,478 148 
West North Central............ 52,215 118,619 127 79,078 5l 
9,325 16,515 77 11,010 18 
North Dakota. . 4,393 ,305 66 4,870 10 
South Dakota................ 3, 8,442 129 5,628 51 
32,726 85,123 163 56,748 73 
Maryland. 2 4,385 8,955 104 5,970 36 
Virginia. 3,196 12,170 280 8,116 14 
West Virginia. 3,827 8,734 128 5,822 51 
North Carolina............... 5,662 20,732 266 " 14 
South Carolina. 3,076 v 78 3,658 
4,299 12,363 187 8,242 89 
East South Central............. 23,637 50,558 113 33,704 42 
RR 5,816 9,767 67 6,510 ll 
7,952 19,814 149 3,208 65 
4,710 11,245 138 7,496 59 
5,158 9,732 88 6,488 25 
25,629 . 121 37,798 47 
3,705 5,717 54 3,810 3 
4,695 10,377 121 6,918 47 
5,486 13,341 143 8,894 63 
11,742 27,263 132 18,174 i 
22,862 50,603 121 33,734 47 
7 5,899 8,950 51 5,966 1 
2,610 f 168 4,668 78 
Wyoming 1,142 2,572 125 1,714 50 
= Colorado 5,182 12,302 137 8,200 39 
7 New Mexico 1,515 6,602 335 4,400 188 
3,044 6,626 117 4,416 43 
11,963 17,463 46 11,642 -2 
344 63,759 80 42,506 2 
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per cent while Michigan has 1922 fig- 
yres which are four times those of 
1912. Connecticut in the low New 
England group stands out very con- 
spicuously with an increase of over 200 
per cent. North Dakota shows an 
increase of only 66 per cent. As com- 

with an increase of 256 per cent 
for Minnesota, this North Dakota in- 
crease is insignificant. North Caro- 
lina increased its county revenues 266 
per cent, South Carolina only 78 per 
cent. New Mexico shows the greatest 
increase—335 per cent. Montana, in 
the same section, shows the lowest in- 
crease—a mere 51 per cent. Cer- 
tainly, therefore, any conclusions for 
the nation as a whole must be merely 
general expressions of trends which 
are to be modified for particular states. 
The divergence is too great to permit 
rigid generalization. 

Table II shows the trend in county 
indebtedness over the ten year period, 
1912-19222 The increases here are 
far greater than for taxation. This is 
probably due to the increasing scope 
of state activity which is causing a 
striking increase in the amount spent 
for capital outlay. The rise is notable 
—238 per cent for the nation as a 
whole. As in the case of revenue, the 
percentage is no real indication of the 
increase for each state. The range is 
extremely wide. Mississippi shows an 
actual decrease of 7 per cent. North 
Carolina shows an increase of 851 per 
cent. These are the extremes and 
within these bounds the various states 
are widely scattered. Arizona, Michi- 
gan, and Georgia are in the 700 per 
centgroup. Indiana, Wisconsin, South 

ina and Oregon show increases of 
600 per cent. Utah and Louisiana 
show an increase of over 500 per cent. 
The 400 per cent group includes Min- 


* This table is based on the advance sheet (of 


the report on Wealth, Debt and Taxation) of the 
Bureau of the Census entitled, Public Debt. 
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nesota and Vermont. On the other 

hand many of the states are below the 

100 per cent mark. New Mexico, for 

example, shows an increase of only 2 

per cent. This may account for the 

enormous increase in taxation, which, 

as noted above, was 335 per cent, the 

largest in the country. Maine, New 

Hampshire, Connecticut, New York, 

South Dakota, Arkansas and Colorado 

all kept the issue of evidences of in- 

debtedness within 100 per cent. New 

Jersey, Pennsylvania, Ohio, Illinois, — 
Missouri, North Dakota, Nebraska, 
Kansas, Maryland, Kentucky, Ten- 
nessee, Alabama, Oklahoma, Wyoming, 
Nevada and Washington—sixteen in 
all—lie between 100 and 200 per cent. 
Massachusetts, Virginia, West Virginia, 
Texas and Idaho are between 200 and 
300 per cent. In Iowa, Delaware, 
Florida, Montana and California the 
increase was 300 per cent or slightly 
more. 

From this brief sketch it is quite 
evident that broad conclusions applica- _ 
ble to the whole country cannot be — 
stated. States as widely separated 7 


Maine and New Mexico, Iowa and 


Delaware, Vermont and Minnesota, 
Utah and Louisiana, Arizona and a 
Georgia, are in the same groups and 
the group percentages are all different. 


SecTIONAL Dest INCREASES 


Sectional increases vary, but not of 7 
course as widely as the variations for 


individual states. In the Middle-At- 
lantic states the increase was least—116 
per cent. In the East South Central - 
group the increase was about the same, 

121 per cent. The South Atlantic 

group—possibly as an accompaniment 
of the economic renascence there— __ 
had an average increase of almost 500 

per cent, by far the largest for the _ 
country as a whole. The Ohio-Illinois _ 
group, East North Central, came in | 
second with an average increase of 317 
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TABLE Inpesrepness, 1912-1922 


(Expressed in thousands of Dollars) 


DEMY 

M 


1922 on 
1912 1922 Per Cent | Basis or Dottar 
INCREASE or 1912 
eee $371,528 $1,255,225 238 $836,816 
$6,055 $14,556 140 $9,704 
488 621 27 414 
136 2. 90 
3,113 9,763 214 6,508 
965 1,490 54 992 
Middle Atlantic.............. 87,915 190,130 116 126,752 
bine od 23,310 45, 97 590 
New Jersey................ 33,809 73,854 118 49,236 
Pennsylvania.............. 30,796 70,390 129 46,926 
East North Central........... 65,375 273,244 317 182,162 
11,555 28,632 148 19,088 
5,152 42,635 727 28,422 
West North Central.......... 49,459 185,440 275 23,626 
14,013 $81,262 480 54,174 
95580 43,228 351 28,818 
Missouri. . . 6,580 17,915 172 11,942 
North Dakota. 2,212 5,768 161 3,344 
South Dakota.............. 3,591 6,512 81 4,340 
wade 3,706 8,757 136 5,838 
9,777 21,998 25 14,664 
1,389 5,960 329 3,974 
2,859 7,893 176 5,262 
5,544 22,102 299 14,734 
West Virginia.............. 2,443 8,323 241 5,548 
North Carolina............. 7,049 67,012 851 44,674 
South Carolina............. 2,764 21,556 680 14,370 
2,725 22,810 737 15,206 
de 7,171 29,270 308 19,512 
East South Central........... 39,651 87,874 121 58,582 
nd 4,568 12,340 170 8,226 
wad 16,520 43,528 163 29,018 
West South Central........... 41,636 142,712 242 95,140 
3,154 19,943 532 13,294 
Ch 27,668 96,239 248 64,158 
24,132 81,168 236 54,112 
3,321 11,255 239 7,502 
Colorado........... 5,584 7,784 39 5,188 
New Mexico 3,055 3,115 2 2,076 
2,478 20,086 710 13,390 
ba doce 937 6,427 586 4,254 
10,300 21,920 113 14,614 
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reent. It is this group which led in 
the taxation increase. New England 
with an increase of 140 per cent. 
The West North Central, Minnesota- 
Kansas group and the Pacific states 
averaged the same—275 per cent. The 
Arkansas-Texas area and the Moun- 
tain block both increased nearly three 
and a half times; to be exact, 242 and 
936 per cent respectively. 

Again there is no sectional normal. 
Wide variations occur in states which 
are located next each other. Vermont 
with an increase of five and a quarter 
times stands with New Hampshire 
with an increase of only 27 per cent. 
Mississippi indebtedness decreased 
while Alabama indebtedness almost 
tripled. New Mexico had no increase 
while the Arizona indebtedness of 1922 
is eight times that of 1912. The Ar- 
kansas debt increased one half; the 
louisiana increased over six times. 
There was no broad determining fac- 
tor, apparently, but in each case the 
increase was the result of local condi- 
tions. 


Resutt or DoLuLAR INFLATION 


Undoubtedly one factor which has 
increased both the taxation and the 
indebtedness figures is the inflation of 
the dollar. Assuming that the index 
numbers of wholesale prices of the 
Bureau of Labor Statistics give a real 
picture of the price level changes for 
the country as a whole, then the real 
increase in both taxes and indebted- 
ness can be computed without great 
difficulty. The index number for 1922 
was 149. This means that if there had 
been no inflation and if the counties 
had made the same demands for goods 
and services, the totals for taxation 
expressed in dollars would have been 
about a third less. 

It is impossible, of course, to say 
with any great accuracy just what the 
indebtedness would amount to had 
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there been no inflation. Much of the _ 
debt was incurred in the years when 
the dollar had a lower purchasing st 
power than in 1922. You cannot de- 
termine what the debt would have | 
amounted to had not the war raised 
prices by simply computing a new 
total with the 1922 index number as 
the yardstick. Regardless, however, of 


turned over to the county govern-— 
ments in exchange for bonds, the fact 
is quite evident that the debt as in 
1922 will have to be paid in dollars of 
the present day and not in dollars of 
1918, 1919 or 1920. Therefore, by us- _ 
ing the 1922 index the relative burden | 
of the 1922 indebtedness as compared 
with the indebtedness of 1912 can be 
ascertained. 
By a comparison of the pre-war taxa- 
tion and indebtedness and of indebted- > 
ness and taxation in 1922, expressed in 
pre-war dollars, an estimate of the real : 


increase may be supplied. And from 
this estimate we can formulate for — 
county government an answer to the . 
question: Are we raising taxes and : 
floating bonds at a rate which makes | 

the application of brakes necessary ? - 

Column five of Table I gives the 
1922 taxation figures reduced to a 1912 ». 
basis. The same column in Table II 
furnishes the 1922 debt burden ex- _ 
pressed in dollars of 1912. Column 
six of both tables gives the percentages 
increase or decrease over actual figures | 
for 1912. 

A comparison of figures for 1912 and 
of deflated 1922 figures shows that the 
increase is far less than the regular 
figures would indicate. The effect of | 
cutting one third from the regular fig- 
ures is to decrease percentages by a 
good deal more than a third. The cut 
is degressive,—greatest for the lowest 
increases and becoming smaller and 
smaller as the increases become larger. 
For example, the increase in taxation ’ 


| 


for Maine is cut from 56 to 5 per cent, 
for Massachusetts from 98 to 31, for 
New Jersey from 175 to 83, for Indiana 
from 273 to 148, for New Mexico from 
335 to 188. These indicate the general 
curve in percentage cuts. Washington, 
with an apparent increase in county 
taxation of 46 per cent, shows a de- 
crease of 2 per cent when the figures 
are placed on a comparative basis. 
The revised percentages for revenue 
show only nine states with an increase 
of over 100 per cent. These include 
Connecticut, Ohio, Indiana, Michigan, 
Wisconsin, Minnesota, Virginia, North 
Carolina and New Mexico. Four of 
these go over 150 per cent. New Mex- 
ico leads with 188 per cent. Michigan 
follows with 172. Ohio and Virginia 
are both between 150 and 160. In- 
diana and North Carolina total 148 
and 144 per cent respectively. The 
Wisconsin total is the same as that for 
Indiana. Minnesota shows an increase 
of 137 per cent and Connecticut 111. 
In eight states either a decrease 
or an increase of 10 per cent or less is 
indicated. The state of Washington 
shows a definite though negligible de- 


crease. The states with negligible in- 
creases include two New England 
states—Maine and New Hampshire— 


and North Dakota, Arkansas, Mon- 
tana, Oregon and California. It is in- 
teresting to note that all the Pacific 
states are in this group. 

The rest of the states are somewhere 
within these extremes. Five states are 
above 10 and below 30 per cent. These 
include Missouri, South Carolina, Ken- 
tucky, Mississippi and Utah. Four 
states lie between 70 and 100 per cent 
and include Florida, Idaho, New Jersey 
and Kansas. The rest of the states, 
twenty-one in number, are somewhere 
between 30 and 70 per cent. 

Certainly the increase in the nine 
states which passed the 100 per cent 
mark is alarmingly large. In the same 
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way the increase in the states which 
are below the ten per cent mark gives 
cause for serious consideration, Jt js 
of course difficult to lay down definite 
criteria by which to judge whether , 
rise in the tax rate is alarming, By 
when states are so far from the norm 
as are these, an assumption is wa. 
ranted that a thorough investigation js 
not out of place. Should the heavily 
taxed states spend less for county gov- 
ernment? Why are not the lightly 
taxed states spending more? 

And in the other states, also, thor. 
ough investigations are needed, though 
probably not as badly. In fact, , 
study of ways and means of increasing 
the effectiveness of public spending is 
in order everywhere. The national 
average increase in county taxation ex- 
pressed in deflated dollars is 60 per 
cent. Expressed in current dollars it 
totals 141 per cent—almost two and 
one-half times pre-war expenditures. 
Where the increase is as marked as this 
in as short a period as ten years, a 
careful investigation seems an obvious 
necessity. 

WEALTH vs. Tax INCREASE 

Of course much depends on what is 
done with the funds. The available 
data do not permit this to be ascer- 
tained. Even were data available 
showing totals by services performed, 
little could be learned without a de- 
tailed investigation in each of the 
states. Long distance philosophizing 
on the basis of book reports neces 
sarily lacks accuracy. All that can be 
done in a study of this type is point out 
a general need for investigation and to 
indicate the regions where there seems 
special need for a study of expenditures. 

One objective test to determine 
whether we are spending too much’ 
the increase in wealth. Is the increase 
in wealth less rapid than the increase 
in taxation? On the basis of a test 
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this nature, the increase in county tax- 
ation is far too great. So far as these 

s are available, there are only a 
few cases In which the rise in wealth is 
at all proportionate to the rise in 
county taxation. As an illustration of 
the divergence between wealth and tax- 
ation changes, New York may be taken. 
Here county taxation increased 117 
per cent as compared with an increase 
in wealth of 48 per cent. Indiana 
shows an increase in wealth of 66 per 
cent with a rise in county taxes of 273 
per cent. Kansas shows an increase in 
county taxation of 184 per cent as com- 
pared with a rise in wealth of 38 per 
cent. Texas with an increase in wealth 
of 56 per cent raised its taxes 132 per 
cent. These are fairly typical. 

On the other hand in Missouri the 
increase for wealth and for county tax- 
ation is exactly the same. In South 
Carolina wealth increased more rap- 
idly than taxes. The same is true for 
thre New England states—Maine, 
New Hampshire and Massachusetts— 
and there are a few other states in this 
category. 

The same lack of logical relation- 
ships which was indicated when sec- 
tional increases in taxation and in in- 
debtedness were considered shows here. 
Apparently taxation and debt in- 
creased neither in accordance with the 
section of the country in which the 
state was located nor in accordance 
with increases in ability to pay taxes. 
States with a large increase in wealth 
hada small increase in taxation. South 
Carolina is an example. Kansas illus- 
trates the reverse. 

The mere fact that taxes are in- 
creasing more rapidly than wealth does 
not necessarily mean a serious state of 
affairs. It may mean that the services 
which the counties are performing are 
more general and more effective than 
they were ten years ago and that the 
changes made in the social and eco- 
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nomic environment more than offset 
the increased cost. However, this can 
be determined only by investigation, 
and rationalizing of this type ought not 
to result in a complacent attitude. 

The increase in indebtedness means 
primarily an increase in expenditures 
for capital outlay, while the increase in 
taxation means an increase in expendi- 
tures for current operation. The in- 
crease in taxation means that the cost 
of actually doing the routine business of 
government has risen. Itisthisincrease 
which is the more serious. Capital 
outlay expenditures do not occur with 
definite regularity. A sudden increase 
may be the result of unusual condi- 
tions, and may be followed by a period 
of inactivity. 

The increase in indebtedness when 
expressed in terms of 1912 purchasing 
power is less staggering than the fig- 
ures which were examined in comparing 
the actual totals, but it is still enor- 
mous. For the country as a whole, the 
real debt burden of counties has more 
than doubled, rising to 125 per cent. 
North Carolina tops the list with a 
533 per cent advance over 1912 fig- 
ures. South Carolina, Georgia, Ari- 
zona, Indiana and Michigan are all 
above 400 per cent. New Mexico 
shows a decrease of 32 per cent. Col- 
orado also shows a decrease. Missis- 
sippi is lowest with a decrease of 38 
per cent. The rest of the states are in 
between. Twenty-two are within the 
100 per cent limit, nine lie between 1 
and 200 per cent, two between 2 and 
300 per cent, five between 3 and 400 
per cent. 

With few exceptions the debt has 
increased much more rapidly than 
wealth—with many states far more 
rapidly. And the disparity between 
the increase in wealth and debt is 
greater than between wealth and tax- 
ation. 

A fact which must not be forgotten 
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is that we are dealing with a ten year 
period—a comparatively short space 
of time. In this short period twenty- 
two of the states have more then dou- 
bled the county debt burden, even 
when expressed in dollars of 1912 pur- 
chasing power. In the same period in 
twenty-three states the real tax burden 


has been increased one half. 


CONCLUSION rer 


From the background which has now 
been laid the conclusions are obvious. 
Both taxation and indebtedness have 
increased, viewed nationally, at a phe- 
nomenal rate. The rate has not, how- 
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ever, been uniform, and this generaliza- 
tion is not true for many states. The 
available data furnish a fairly complete 
answer to the question which was pro- 
pounded earlier in the paper: Is this 
increase significant? It is. Only a de- 
tailed study for each state, taking into 
account the purpose of the expendi- 
tures, the efficiency of operation, and 
the value of the services performed, 
will give a completely accurate picture 
of conditions. But when the increase is 
as large as this and when it exceeds 
the increase in wealth as greatly as it 
does, even a rough sketch of this type 
is conclusive. 
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WENTY years ago very little at- 
tention was given to the budget 
idea in this country outside of academic 
circles. Political leaders were not in- 
terested in the idea; people generally 
knew nothing about it. Only a few 
persons, here and there, had caught the 
significance of Gladstone’s statement: 
“Budgets are not merely affairs of arith- 
metic, but in a thousand ways go to the 
root of prosperity of individuals, the re- 
lation of classes, and the strength of king- 
doms.” Our cities were spending 
money, some thousands, some millions 
of dollars annually, with little or no 
thought as to where it was coming from 
or what they were getting for it. The 
states were “getting by”’ financially in 
even more haphazard fashion than 
many of the cities. The national Gov- 
ernment was in the heyday of the “ pork 
barrel” era. 

So great was the general apathy in 
those days toward the subject of gov- 
ernmental finances, that newspaper 
men did not regard financial events as 
having any news value. When a New 
York editor was asked to make his 
paper the medium for telling the people 
about the city budget, he replied: “It 
can't be done. We do not make news; 
we print news.” 

Perhaps the editor was right; but 
things have changed since then. 
When President Coolidge sent his 
budget to Congress on December 10, 
1923, newspapers all over the country 
carried front page news articles about 
it. Many of them commented editori- 
ally on the President’s budget plan for 
expenditures and the reduction of tax- 
ation. Some papers reproduced cer- 
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wis 
be 
tain graphs and tables from the budget. 
The President’s budget message seemed 
in many ways to overshadow his gen- 
eral message to Congress. Similar 
publicity, though perhaps not so strik- 
ing, has recently been given to the 
budgets of a number of states and 


cities. Need we look for further evi- 
dence that things have changed? 


How tHe Bupcet [pea SPREAD IN 
CouNnTRY 


How has this change been brought 
about? At first a few earnest individ- 
uals began talking about the need for 
systematic planning in the financing 
of government. They pointed to the 
advantages of budget making in the 
European countries. They explained 
the essentials of a good budget, and 
they outlined budgetary procedure as 
applied to our system of government. 
Soon other individuals got interested in 
the budget idea and began talking 
about it. Then, as the burden of local 
governments began to be felt, civic 
bodies took up the idea. Bureaus of 
municipal research were organized to 
study the financial needs, the organi- 
zation and methods of city govern- 
ments. The oldest one of these, the 
New York Bureau of Municipal Re- 
search, began immediately after it was 
organized in 1906 to study the budget 
needs of the city of New York. 
Among its first reports was one on 
““Making a Municipal Budget,” pub- 
lished in 1907. The _ introductory 
sentence of this report ran as follows: 
“No document can tell in such con- 
densed form so many significant facts 
about community needs and govern- 


ment efforts to meet those needs as a 
properly constructed budget.” This 
report was perhaps the first effort, 
through a careful analysis of a local 
situation, to drive home the need for 
the application of budget methods to 
government. It may be regarded as 
the beginning of the campaign in this 
country to educate the public in the 
budget idea. 

The largest single contribution to the 
literature of this campaign was that 
made by President Taft’s Commission 
on Economy and Efficiency. This 
commission was organized in 1910 
under the chairmanship of Frederick 
A. Cleveland. During the two years 
that the commission continued its 
work, searching studies were made of 
the organization, administration and 
financial procedure of the national 
Government. One of the most impor- 
tant of these studies was the report of 
the commission on “The Need for a 
National Budget,”’ which President 
Taft sent to Congress with his approval 
on June 27, 1912. This report started 
the movement that nine years later 
resulted in the passage of the National 
Budget Law. 

The work of the Taft Commission 
had a far-reaching influence on the 
states. In fact, several of the states 
immediately established economy and 
efficiency commissions to conduct 
studies of their administrative organi- 
zation and methods. Others followed 
until more than half of the states had 
established such commissions. The 
more important of these state commis- 
sions, from the standpoint of illuminat- 
ing reports on organization, adminis- 
trative methods and fiscal procedure, 
were those of Illinois, New York 
and Massachusetts. Practically all 
of these commissions recommended 
among other things the establishment 
of a state budget system. This recom- 


= 


5 
$2 Tue ANNALS OF THE AMERICAN ACADEMY ; 


first to receive serious consideration, 

With the development of the newer 
forms of city government, namely, the 
commission, the manager, and the 
centralized-mayor forms, the budget 
began to play an important réle jp 
municipal finances. The campaign 
during the last ten years for the mana. 
ger form of city government has placed 
special emphasis upon the value of 
budget procedure. The rapid spread 
of this form of city government has 
given great impetus to the budget idea 
as applied to municipalities and even 
to counties. 


Tue Dirrerent THEORIES OF THE 
BupGer 

Before the campaign for the adoption 
of the budget idea had proceeded very 
far, it became apparent that many of 
the developments in the organization 
and methods of our various govern- 
ments, especially state governments, 
had been decidedly away from rather 
than in the direction of budget planning 
and control. It was evident to those 
who made a careful study of the situa- 
tion that a great deal more would have 
to be done than just enact a budget 
law, if the budget procedure was to be 
made at all effective. So far there was 
an agreement; but when it came to 
determining just what should be done, 
there was a decided difference of 
opinion. As a result the advocates of 
the budget idea became divided into 
two groups. One group proposed that 
the budget should be prepared and 
submitted to the legislative body by 
the executive who is to carry out the 
budget plan after it is enacted and that 
the administrative machinery and 
legislative procedure should be so ad- 
justed as to make this executive respon- 
sible for leadership. ‘This was forth- 
with labeled as the “executive budget.’ 
It was contended by the other group 
that such a budget made for the ag- 
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dizement of the executive and the 
restriction of legislative power, and 
since the members of the legislative 
body were direct representatives of the 
people it led ultimately to the curtail- 
ment of popular control. This group 
sought to make the legislative body, or 
a body upon which this body was 
represented together with the adminis- 
tration, the budget-making authority. 
A number of states and cities accepted 
this latter proposal, because it could be 
adopted without involving any serious 
changes in the existing organization 
and methods of the government. The 
results, however, were in most cases 
disappointing—so much so that the 
advocates of the plan sought to 
strengthen it by establishing a means 
for legislative leadership and by mak- 
ing the administration directly account- 
able to the legislative body. This 
device the late Charles McCarthy and 
his associates tried to establish in the 
state of Wisconsin. Although un- 
successful, the attempt brought the 
second group around to the point where 
it was essentially in agreement with the 
first group. Both were seeking re- 
sponsible leadership in government, 
particularly with reference to formu- 
lating and carrying out the budget 
plan. This leadership might be lodged 
in an executive independent of the 
legislative body and directly responsi- 
ble to the people, or it might be lodged 
in an executive chosen by the legisla- 
tive body and responsible through that 
body to the people. While the former 
type of leadership is in harmony with 
our present constitutional system, the 
latter seems more in line with recent 
developments, especially in municipal 
government. Whatever changes may 
take place in this respect in the future, 
one thing seems certain: the executive, 
however chosen, will continue to oc- 
cupy an important position both in 
formulating the budget plan and in 
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carrying it out. This is a basic princi- 
ple of the budget system that is already 
fairly well established in this country. 

There has been considerable dis- 
cussion on the question of just what an 
“executive budget” implies. Some 
have contended that a budget system 
is not “‘executive,” even though the 
executive prepares the budget plan, 
unless the power of the legislature is 
limited in making changes in the 
budget proposals as submitted by the 
executive. Limiting the power of the 
legislature in passing on the executive's 
budget proposals is justified on the 
basis of English budget practices. 
While it is true that the English budget 
as proposed by the executive is never 
increased and rarely ever reduced by 
action of the House of Commons, it is 
also true that the relation of the Eng- 
lish executive to the legislative body is 
quite different from that existing 
between the executive and the legis- 
lature in this country. In England the 
executive, that is, the Prime Minister 
and his cabinet, i. really a part of the 
legislative body—a sort of dominating 
committee of that body. The Prime 
Minister, as head of this committee, is 
not only chief executive of the Govern- 
ment, but he is the responsible leader 
of the House of Commons. When he 
fails in this leadership his cabinet falls, 
and his place is handed to another who 
undertakes the responsibility of form- 
ing a new cabinet and assuming leader- 
ship. The situation, therefore, is 
quite different from that existing in our 
national and state governments. Here 
the executive by constitutional pro- 
vision is made quite independent of the 
legislature. He is not a member of the 
legislative body; he is not directly con- 
nected with any of its committees; he 
may not even belong to the same polit- 
ical party as the majority of the legisla-_ 
tive members; and he cannot legally 
control the legislative policy. Under 
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such fundamentally different organiza- 
= the English budget procedure is 


not applicable. If the English budget 


_ system is to be adopted in this country 


@ new relationship, requiring basic 
ai constitutional changes, must be estab- 

lished between the executive and the 
legislature. We cannot secure the 

advantages of the English system by 
merely tacking on a budget amendment 
_ to our existing constitutions, which 
restricts the action of the legislature in 
making appropriations. 


‘Tue Extent tHe Bupcer Has 
Been APPLIED 


In a comparatively short time the 

_ political leaders and the people gener- 

ally have seemed to grasp the signifi- 

cance of the budget idea and to under- 

stand something of the workings of the 

_ budget system. The value of such a 

system is no longer questioned. In 

_ fact, practically everyone has come to 

depend upon it not only in governmen- 
tal but in private finances. 

_ Although a few of the cities were 
using budget methods even before 1910, 
the first real impetus was given to the 
budget movement in the state and 
national campaigns of 1912 when it 
became something of a political issue. 
In 1913 six states enacted budget legis- 
lation. This was really the beginning 
of the movement in the states, although 
two years prior to this time Wisconsin 
and California had enacted laws con- 
taining some provisions relative to 
budget methods. Practically every 
year since 1913 budget legislation has 
been enacted or revised in one or more 
states. Every state in the Union now 
has some sort of budget legislation, 
although in many cases it is not very 
satisfactory. Six states, namely, 
Maryland, West Virginia, Massachu- 
setts, Nebraska, Louisiana and Cali- 
fornia, have given a certain degree of 
permanency to the budget system by 
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writing provisions in their constity empha 
tions. ‘n 
A majority of the states have already of the 
adopted the executive type of budget hecaus 
under which the governor prepares and ert 
submits the budget to the legislature | 
Several states have recently changed tp 
this type from the board type. The 
movement in this direction has bee | cities 
brought about largely by reorganiz. 
tion of the state administration so as ty very 
fix greater responsibility upon the yided 
governor. In several states the goy. | conse 
ernor has been constituted the budget. exists 
making authority by legal provisions, | cities. 
but his power in this respect is only mayo 
nominal He can make budget recom. | jaye 
mendations to the legislature, but heis | centr: 
not in a position to control the admin- | the m 
istration in carrying out the budget forth 
plan as adopted by the legislature. _ jishec 
Certainly, if the governor is to be held _hoarc 
responsible for the budget plan, he  estim 
should be able to direct the carrying | exect 
out of this plan. This is the only prac- cies 
tical basis upon which budget planning _|egisl 
by the executive can be justified. Se 
In many states where it is used, the and] 
board type of budget-making agency is _budg 
apparently a sort of makeshift or tem- __ with 
porary arrangement. ‘Thisisshownby _ plan 
the character of the board’s budget | mun 
proposals and the weight attached to | beg 
these proposals by the legislature. It | Man 
is doubtful if such a board is any im- | cent! 
provement over a legislative commit- | met! 
tee as a budget-making agency. In | Som 
fact, the legislative committee usually | cour 
does the real work of budget making | the’ 
even where such a board exists. goin 
At the present time the charters of 
practically all the larger cities contain | bud 
some provisions for budget procedure. | the 
City officials generally appreciate the | seve 
value of the budget system, and many | tion 
of them are trying to work out the best | bee: 
procedure for their particular city. the 
The manager cities, starting with Day- — sub 
ton, Ohio, in 1913, have placed special con 


Nstity.| emphasis upon proper budget methods 

‘connection with running the business 
ready | of the city government. These cities 
budge ecause of their simple, direct form of 
| «vernment, have already contributed 
| mich to the development of budget 
ure in municipalities. While 
The | practically all commission-governed 


} been cities provide for the use of the budget 
aniza- gstem, the system has never worked 
)asto | yery satisfactorily because of the di- 
1 the  yided executive responsibility and the 
gonsequent log-rolling that usually 
idget- exists in the administration of these 
sions, | cities. Many of the cities with the 
only | mayor-council form of government 
com- | have adopted budget methods by 
heis | centralizing their administration under 
min- the mayor and making him responsible 
idget for the budget plan; others have estab- 
ture. ished as the budget-making agency a 
held hoard, usually called the board of 
, he estimate, upon which is represented the 
ying } executive, certain independent agen- 
rac- ces of the administration, and the 
ning —_ legislative body. 


Several states, notably New Jersey 
the and Indiana, have established a general 
budget procedure for all the cities 
em- within their borders. This is part of a 
plan for uniform state supervision of 
get | municipal finances that will probably 
to | be greatly extended in the near future. 
It) Many county governments have re- 
im- | cently undertaken to apply budget 
ut- | methods to their fiscal administration. 
In | Some states are already requiring the 
lly counties to use budget procedure, and 
ng | theindications are that more states are 
going to do this. 

Last, but not least, in the order of 
budget events in this country, comes 
the national Government. After 
several unsuccessful attempts, a na- 
tional budget and accounting act 
became law in 1921. It placed upon 
the President the responsibility for 
submitting to Congress each year a 
complete budget of the expenditures 
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and means of financing of the national — 
Government. It established a bureau 
of the budget under a director of the __ 
budget as the staff agency to prepare 
the budget for the President. It — 
further established a general account- 
ing office under an independent officer, 
known as the comptroller general, 
which has the power to supervise all 
accounts and is required to report di- 
rectly to Congress. During the first 
year of its existence, the Bureau of the 
Budget was under the direction of 
General Charles G. Dawes, who, be- 
cause of his unusual energy and keen 
sense of news value, did much to bring 
public attention both to himself and to 
the national budget system. His suc- 
cessor, General H. M. Lord, has since ¥ 
has inspired public confidence in at ai 
work and has added weight and im- 
portance to each budget document 
submitted to Congress. 7 


There are certain essentials of the 
budget system that may be outlined 
briefly. Many of these have been 
fairly well developed and all are more | 
or less generally accepted. They 
should serve as a basis for work inthe _ 
further development of the budget = 
system. 


1. Responsible executive 


carried on the bureau in a manner that i 


ESSENTIALS OF THE BupGEet SysTEM 


This has been deemed the first essential 
of the budget system. Someone must 
be responsible for formulating the 
budget plan and presenting it for the 
action of the legislative body. After 
the budget plan has been adopted by 
this body, someone must be responsible 
for carrying it into effect. Experience 
has shown that the budget system is 
most effective when the individual, or _ 
group of individuals, that formulates 
the budget plan is the one that carries 
it out. This duty, therefore, logically 
falls on the executive. So it is neces- 
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sary from the budget standpoint to 
make the executive’s leadership real 
and effective. We know that when a 
person must carry out a plan that he 
proposes, he is likely to exercise more 
care in making that plan; and especially 
is this true when the plan must be 
approved by an independent body 
before it becomes effective. This 
situation in itself tends to place a con- 
siderable amount of responsibility upon 
the executive for the budget program. 
But there are some important questions 
in this relation that have not yet been 
settled. 

While the executive, especially in our 
national and state governments, is 
directly responsible to the people for 
the office he holds, he is not at all times 
responsive to the wishes of the people 
while in office. This is due largely to 
the fact that the executive is elected 
for a fixed term of office and is inde- 
pendent of the legislative body. Vari- 
ous proposals in harmony with our 
constitutional system have been made 
to remedy this situation. It has been 
suggested, as noted above in this 
article, that we overhaul our constitu- 
tional system so as to establish the 
same relationship between the execu- 
tive and the legislative branches as now 
exists in England. 

2. Staff assistance. We have found 
that the details of budget making 
require special staff assistance—one 
person, or group of persons, depending 
upon the size of the government, that 
can give attention exclusively to the 
collection of the budget information 
and can assist the executive in the 
formulation of the budget plan. Such 
staff assistance has been provided in 
the Bureau of the Budget of the na- 
tional Government and in the Depart- 
ments of Finance and other agencies of 
many state and city governments. 

3. Broad and accurate budget infor- 
mation. This is the foundation upon 
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which the budget plan is built. The 
budget information must be accurate 
and reliable. It should also be of such 
a character as to indicate clearly the 
scope of the work and the results of the 
various activities of the Government. 
In budget planning, we want to know 
four things: (1) The work the Goy. 
ernment is undertaking to do (activ. 
ity); (2) the agency of the Gover. 
ment that will do this work (organiza. 
tion unit); (3) the cost of the work 
(expressed in terms of purchases, opera- 
tion costs, and results); and (4) how 
the cost is to be met (from revenues, 
borrowings, etc.). 

The work that the Government js 
doing, or will undertake to do, is largely 
a matter of public policy. However, 
such policy immediately affects the 
budget, as is evident in the rapidly 
increasing cost of government owing to 
new and expanding activities. This 
points to an increasing need for scien- 
tific budget planning as a means of 
maintaining a balance between the 
income and the outgo of government. 

The reasons for planning work with 
reference to a particular department or 
division of the Government are rather 
obvious. Work cannot be carried on 
without some agency responsible for 
doing it. The cost of the work cannot 
be definitely determined until after the 
performing agency and its requirements 
in services, commodities, and so on 
have been studied. The organization 
and methods of such agencies are of 
vital importance in budget making 
because of their direct bearing upon the 
cost and the character of services 
rendered. 

In determining the cost of govern- 
ment work for budget-making pur 
poses, there are three methods of ap- 
proach: (1) Through an analysis of 
purchases, that is, the services, com- 
modities, and so on, which are bought 
by the Government to carry on its 
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ork; (2) through an analysis of the 
operation of governmental depart- 
ments, divisions, and agencies; and (3) 
through an analysis of the actual results 
of departmental and __ institutional 
service. 

Up to the present time practically all 
the information available for budget- 
making purposes has been based upon 
an analysis of purchases. The budget 
estimates present in greater or less 
detail the departmental and _ institu- 
tional requirements in terms of services, 
commodities, properties, and obliga- 
tions and compare these requirements 
with past and present expenditures for 
the same things. ‘These estimates are 
based upon the information recorded 
by the accounting system, the greater 
part of which has to do only with trans- 
actions incident to purchases and pay- 
ments made by the Government. 
Efforts in the past have been directed 
mainly toward classifying and system- 
atizing this information. As a result, 
we know definitely just what it costs to 
buy the services, commodities, prop- 
erties, and so on, that are required to 
run a department of the Government, 
but we have little or no information 
about how the department uses these 
things or what the results are. 

An analysis of the cost of doing each 
of the various kinds of work under the 
different departments and agencies of 
the Government, expressed in compar- 
able units, would be of great value in 
determining budget needs. Something 
has already been done in this direction 
in some fields of government work, but 
the information thus made available 
has not been used to any extent in 
budget making. Such information 


would make it possible to express the 
budget in terms of work to be done, as 
well as in terms of things to be bought. 
It would also be very valuable to the 
administrator in carrying out the 


An analysis of the actual results of 
governmental services seems more im- 
portant than any other means of deter- 
mining the cost of the various activities 
and of checking up the budget demands 
made for these activities. Citizens 
and taxpayers are interested not in 
maintaining elaborate governmental 
machinery, but in securing results 
valuable to the community. The fact 
that a city carries on fire prevention 
work, that it has a fire prevention 
division in the Department of Public 
Safety, that it employs a score of 
inspectors to work in this division, that 
the cost in salaries and other expenses 
is seventy thousand dollars per year, 
and that the inspectors make five hun- 
dred inspections each per year, is not 
an index to the value of the work. 
This index must be determined from 
other factors such as the elimination of 
fire hazards and the reduction of loss 
of lives and property. In other words, 
it is to be found in the results. Only 
a few attempts have been made so far 
to analyze the activities of governments 
and to measure their results. This 
offers a difficult, but at the same time a 
fruitful, field in governmental research. 
The value of a simple and scientific 
method of measuring the results of 
governmental activities could hardly 
be estimated for budget-making pur- 
poses. 

4. Complete budget plan. No docu- 
ment can rightly be called a budget 
that does not set up a complete plan of 
proposed expenditures for a definite 
period and balance these expenditures 
with the estimated means of financing, 
that is, the income of the government. 
This is the chief value of the budget; 
it shows a complete picture of the 
Government’s finances. The budget 
should be so set up and summarized as 
to make this picture quite clear to 
citizens and taxpayers. Considerable 


progress has already been made in this 
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direction. We now have several state 
and city budgets that present fairly 
complete and understandable plans. 

Some time ago there was consider- 
able discussion on the subject of the 
“segregated budget,” and in some 
sections of the country this discussion 
still continues. It seems to have 
arisen mainly from the failure to dis- 
tinguish between the budget and the 
appropriation bill. The two should be 
separate and distinct documents, al- 
though they are often confounded, 
especially in some of the cities where 
the only document produced is a seg- 
regated appropriation ordinance. The 
purpose of the budget is to present a 
financial plan and give complete de- 
tailed information with regard to it; 
the purpose of the appropriation bill or 
ordinance is to present the expenditure 
side of the budget in the form necessary 
for enactment into law. The former, 
therefore, should be segregated; but 
the latter not necessarily so. Experi- 
ence dictates that when proper arrange- 
ments have been made to administer 
and control expenditures, appropria- 
tions should be made in lump sum 
rather than in detailed or segregated 
form. 

5. Building and improvement pro- 
gram. The budget plan extends over 
a definite period, namely, a year or two 
years. This limitation as to time is 
necessary in order to make the esti- 
mates of expenditures as accurate as 
possible and to permit the appropria- 
tion of definite amounts from available 
or anticipated revenues. It does not 
necessarily follow, however, that all 
financial planning for the Government 
should be limited to the immediate 
needs expressed in the budget. In- 
deed, a much broader view should be 
taken of the needs of the Government, 
especially those that relate to public 
improvements. One can find in almost 
every government—national, state or 
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municipal—public works that haye 
been constructed without regard for 
the public needs or that have bee 
undertaken and never finished, , 
costly evidence of planless develop. 
ment. It is little wonder that the ta 
burdens continue to pile up when 
such harem-scarem methods are used 
in meeting the Government’s problems, 
The cost of construction projects cap. 
not be equitably distributed over q 
period of years without planning. And 
certainly a proper distribution should 
be made if future taxpayers are not to 
be overburdened. 

Construction or improvement pro- 
grams should be carefully worked out 
for the Government extending over a 
period of five or ten years. These 
should apply to all public improve. 
ments, including institutional plant 
development. When these programs 
are adopted, matters relating to the 
development and financing of perma- 
nent improvements are practically 
settled so far as the annual budget is 
concerned. A few cities have worked 
out and adopted improvement pr- 
grams extending over a period of five 
years. Some states have made similar 
plans with reference to institutional 
development and road construction. 
However, on the whole, very little has 
been done in this direction. 

6. Open procedure by responsible 
legislative body. In recent years the 
people have apparently lost confidence 
to a large extent in their legislative 
bodies. This is shown by the recent 
trend in our state governments toward 
increasing the importance and power 
of the executive. In some states it has 
resulted in a serious curtailment of the 
powers of the legislature, especially in 
making appropriations. But by this 
curtailment of the powers of the legis 
lature we have accomplished little. 
The fact is we have been simply dodg- 
ing the main problem. That is, 4 
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reorganization of our state legislatures 
by adopting the unicameral system, by 

iding for codperation between the 
executive and the legislative branches, 
by reducing the number of legislative 
committees and organizing them along 
the lines of the major administrative 
functions, by cutting out the “red 
tape” of legislative procedure, and by 
instituting open and above board con- 
sideration of all important measures. 
This can be done in any state, and it 
will be in harmony with our present 
constitutional system. 

Indeed, we have already made prog- 
ress in this direction with our city 
councils. The bicameral city council 
is now regarded as a thing of the past. 
The small, singlie-chambered council 
has generally taken its place, and a 
noticeable improvement has resulted 
in our municipal legislative procedure. 
A properly organized legislative body, 
a carefully prepared budget, and wide 
publicity on financial matters will 
prevent “log-rolling” and wipe out the 
“pork barrel” in our state govern- 
ments. Restrictions, constitutional 
or otherwise, will not prevent these 
things under our present legislative 
system. 

1. A financial calendar. This applies 
more particularly to local govern- 
ments. The financial calendar permits 
a careful adjustment to the fiscal 
year of the time for the preparation 
and passage of the budget and the 
assessment and collection of taxes. 
In brief, the budget should be adopted 
before the beginning of the fiscal period 
to which it relates, so that the neces- 
sary accounts can be set up and arrange- 
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ments consummated by the executive 
for carrying out the budget plan. The 
taxes, or a first installment of them, 
should become payable soon after the 
beginning of the fiscal year. This will 
enable the Government to meet its 
bills and thus avoid temporary borrow- 
ing to finance its current expenditures. 
Often it is necessary to change the 
fiscal year in order to work out a satis- 
factory financial calendar. Most 
states have adopted the federal fiscal 
year—July 1 to June 30. Many cities 
use the same period. The calendar 
year, however, is more generally used 
by cities as their fiscal year. 

8. Effective control over the execution 
of the budget plan. Important as is the 
making of the budget plan, it is even 
more important that this plan be 
effectively carried out. The proper 
executive authority and supervision 
should be provided to put the plan into 
operation. Fiscal control should be 
established through accounts and 
otherwise to insure that the expendi- 
tures of the Government are being 
made in accordance with the budget 
plan. This control should extend to a 
careful checking of the revenues and 
receipts of the Government. As the 
budget plan is being carried out, in- 
formation should be recorded and 
classified with a view to making up the 
next budget. The budget, when once 
adopted, should be rigidly adhered to 
throughout the period to which it 
applies, unless some extraordinary 
circumstances should arise making 
changes necessary. If this is not done, 
budget making means little and the 


budget plan is largely a farce. rn 
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TTNHE Budget and Accounting Act of 
1921, the Act providing for the 
establishment of the National Budget 
System, worked a revolution in respect 
to the manner in which the estimates of 
appropriations needed for the conduct 
of the Government should be formu- 
lated and submitted to Congress. 
Under the old system, estimates were 
prepared by the heads of the several 
spending services, who, in framing 
them, gave no consideration to the 
financial situation and prospects of the 
Government as a whole. Though these 
estimates were reviewed by the depart- 
ment heads, they still represented the 
desires of spending services which de- 
sired to secure the maximum appro- 
priation possible. From the depart- 
ments and independent establishments 
the estimates were sent to Congress 
through the Secretary of the Treasury. 
This officer acted merely as a compiling 
agency with no authority to revise the 
estimates, or to express any opinion 
regarding their desirability. No com- 
parison even was made of the estimates 
with probable revenues with a view to 
determining the extent to which the re- 
quests for funds exceeded resources 
available for meeting them. 


a 
PRESIDENT’S RESPONSIBILITY 


Under the new system, the spending 
departments are prohibited from mak- 
ing any direct requests upon Congress 
for funds. Instead, their requests 
must be submitted to the President, 
upon whom is placed the full responsi- 
bility for considering them, and, on 
their basis, and such other examination 
as he may desire to make, for the for- 
mulation and submission to Congress 
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The Preparation of the National Budget 


By Henry P. 
Of the Institute for Government Research, Washington, D. C. 


SEIDEMANN 
of a consolidated statement of what 
provision, in his opinion, should be 
made for expenditures for the ensuing 
year. 

It should be noted at this point that 
the Budget Act emphasizes in every 
possible way the responsibility of the 
President for the estimates. He is not 
required to submit with his estimates 
the original requests submitted to him 
by the spending services, such as is 
done by a considerable number of states 
which have established budget systems, 
It is believed that this feature of the 
National Budget System is superior to 
those of the states which require the 
submission by the governor not only of 
his own estimates but of those formu- 
lated by the spending services, since the 
latter method tends to raise an issue 
between the Chief Executive as general 
manager and his subordinate adminis- 
trative officers. And, as the estimates 
submitted by the spending services are 
in most cases in excess of those recom- 
mended by the Chief Executive, the 
legislative branch is encouraged to 
ignore the estimates of the Chief Execv- 
tive, or at least to a certain extent to 
increase his proposals. 

Other features of the Act as put into 
operation that are of importance are: 
(1) An estimate of prospective revenue 
now accompanies the estimates of 
proposed expenditures and the two are 
brought into correlation with each 
other in such a way as to show clearly 
whether the proposed expenditure pro- 
gram is less than or exceeds the pro 
spective revenue; (2) the figures show- 
ing actual revenues and expenditures 
for the last completed year and esti- 
mated revenues and expenditures for 
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the year in progress are shown in 

lel columns with the estimates for 

the year to be financed, in order to 

bring out clearly the extent to which 

the program submitted departs from 

visions that have been made in the 

- and (3) statements corresponding 

to a balance sheet and an operating 

statement are now prepared and in- 

duded in the Budget showing the 

fnancial condition of the Treasury and 
how this condition was reached. 

The President is likewise authorized 
to include in the Budget such other 
statements and analyses as will, in his 
opinion, tend to furnish information 
needed to make known the condition of 
the Treasury, financial operations in 
the past, and the character of the pro- 
posals made for the future. It will 
thus be seen that the Budget, as con- 
templated by the Act, and as actually 
prepared and submitted, combines the 
features of a general financial report 
and of a financial and work program, 
the two being considered together in 
such a way as to bring out clearly their 
relationship. In point of fact, the 
budget as now submitted presents one 
of the clearest general financial reports 
of the operations of a government that 
is available for any government, either 
in the United States or in foreign coun- 
tries. In this respect, at least, the 
United States Budget is superior to 
that of the British Government. 

In order that the President may dis- 
charge the great responsibility thus 
placed upon him, provision was made in 
the Budget and Accounting Act for an 
office known as the Bureau of the 
Budget that should act as the direct 
agent of the President in performing 
these duties. Incidentally, mention 
might be made here that the President, 
in performing his duties as chief budget 
officer, does not confine himself to the 
mere work of formulating the Budget, 


_ but through the Bureau of the Budget 


exercises close control over the expendi- 
ture of the moneys after they are voted. 
He furthermore, through that office, 
takes active steps to secure improve- 
ment in the business methods of the 
Government with a view first, to being 
called upon to estimate for the smallest 
sums possible for the conduct of affairs 
consistent with the service to be ren- 
dered; and second, to the efficient ex- 
pending of these moneys after being 
placed at the disposition of the ad- 
ministration. 

The extent to which the President 
has vigorously assumed and now exer- 
cises the duties of a general manager in 
respect to not merely financial affairs 
but administrative affairs generally, is 
further emphasized by an action, not 
expressly provided for by the Budget 
Act, but which the President has taken 
under his general powers as head of the 
administration. This consists in the 
adoption of the policy of twice a year 
summoning all the directing personnel 
of the Government to meet with him 
and with the members of the Cabinet, 
for the purpose of considering the ad- 
ministrative and financial program of 
the Government as a business corpora- 
tion. By “directing personnel” is 
meant not merely the secretaries and 
assistant secretaries of the various de- 
partments and members of the inde- 
pendent boards, but chiefs of bureaus, 
and other officers such as chief clerks, 
chief accountants, appointment clerks, 
disbursing officers and the like. At 
these meetings the President makes 
known to his subordinate directing 
personnel his wishes in respect to how 
administrative affairs should be carried 
on and his general policies in respect to 
the expenditure of funds. The Direc- 
tor of the Budget also discusses in 
greater detail the problems that con- 
front the President in discharging his 
duties as head of the administration 
and in formulating and in administering 
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the financial program. These meetings 
have become an established institution 
and are very influential in promoting 
the interest of administrative officers in 
the Government as a whole and in do- 
ing away with a situation which was 
only too prevalent where each officer 
seemed to interest himself merely with 
the matters of his individual office. At 
these meetings the President announces 
his policy with reference to the ex- 
penditures of the year in progress and 
regarding estimates of appropriations 
for the coming year. 

The foregoing has been written in 
order to make known the general situa- 
tion and conditions under which the 
Budget is formulated and submitted by 
the President and the spirit in which 
the financial provision actually made is 
put into execution. With this presen- 
tation we can now pass to a considera- 
tion of the detail procedure employed 
in getting the Budget into shape from 
the time proposals are received from 
the spending services to the final com- 
pilation of the document known as the 
Budget which is submitted to Congress. 


PREPARATION OF THE BuDGET 


The preparation of the Budget may 
be described under the following six 
captions: 

1. President’s Financial Policy yo: 

2. Preliminary Estimates 

3. Final Estimates 

4. Hearings before the Board of 
Estimates 

5. Estimates Returned to Depart- 
ments for Revision, and 

6. Preparation of the Budget Docu- 


ment 
1. President’s Financial Policy 

The first step in the formulation of 
the Budget is the adoption by the 
President of a financial policy. By 
this is meant the determination by the 


President of the position he desires tp 
take in respect to such matters 4s 
expansion or contraction of the Govern. 
ment’s activities, the retirement of the 
public debt, the increase or reduction of 
taxation, and such special matters as 
the increase or decrease of the mili 
and naval establishments, the grant of 
bonuses to war veterans, the voting of 
grants in aid to the states, and the like. 
In fact, since the establishment of the 
budget system, the President has in all 
cases adopted the policy of rigid re. 
trenchment and the adoption of a pm- 
gram that will result in a surplus avail. 
able for retirement of the public debt, 
reduction of taxation, or both. 

The financial policy thus formulated 
is made known by the President in his 
address at the semiannual meetings of 
the Business Organization of the Goy- 
ernment above mentioned and by in- 


structions issued at his direction by the . 


Director of the Bureau of the Budget. 

Thus at the fifth regular meeting of 
the Business Organization of the Govy- 
ernment, June 18, 1923, President 
Harding said: 

Another task which will shortly confront 
us is the preparation of the Budget for the 
fiscal year ending June 30, 1925. I con- 
template a substantial reduction in the 
estimates of appropriations for 1925 as com- 
pared with the appropriations for 1924. In 


_ fact, I have expressed to the Director of the 


Bureau of the Budget my desire that the 
1925 estimates, exclusive of the amount re- 
quired to meet the reduction in, and the 
interest on, the public debt and the amount 
required for the Post Office Department, 
will not be in excess of $1,700,000,000. To 
reach this amount the estimates for 1925 
must be $126,000,000 less than the appro- 
priations for 1924. This will tax your best 
efforts, but I have confidence in your ability 
to find ways and means for lessening the 
amounts of your requests for funds. 


At this same meeting, he said, as 
regards the expenditure of money 


already granted: 
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Right here I want to leave this further 
ord with you. The appropriations made 
by Congress are the measure of the maxi- 
mum amount of business which may be 

ed for the fiscal year to which the 
appropriations relate. They are not the 
measure of the minimum amount of busi- 
ness which may be performed. Therefore, 
in planning your expenditure program for 
the coming fiscal year and apportioning 
your funds under such program, you should 
not only carefully guard against any of your 
activities being carried on at a rate which 
would require additional appropriations for 
the fiscal year, but should arrange to con- 
duct your business with a minimum of 
expense consistent with efficient adminis- 
tration. I expect you all to effect some 
savings from your appropriations for the 
coming fiscal year. ‘To accomplish this and 
also to enable you to have funds on hand 
with which to meet unanticipated require- 
ments, you should not fail to set aside a 
reasonable reserve from your appropria- 
tions. 


Along the same lines President Cool- 
idge, in his Budget Message accom- 
panying the Budget submitted last 
December, said : 


The executive instructions governing the 
preparation of these estimates called for a 
substantial reduction as compared with the 
appropriations for 1924. This was essen- 
tial to a continuation of the policy of strict 
and drastic economy. That is the admin- 
istration’s undebatable policy. It has been 
adhered to unswervingly in the past and we 
shall hew to the line in the future. 


2. Preliminary Estimates 


The second step is the preparation of 
preliminary estimates of appropriations 


for the ensuing fiscal year by the budget | 


officers of the departments and inde- 
pendent establishments who, under the 
Budget and Accounting Act, are ap- 
pointed by the Cabinet heads for the 
purpose of centralizing the preparation 
and revision of the estimates. 


The purpose of these preliminary 


estimates is to supply the President 
with advance information of what a 
department or establishment contem- 
plates asking in the way of funds for the 
ensuing fiscal year. These tentative 
estimates are tabulated in summary 
form by the budget officers according to 
the arrangement of the regular esti- 
mates as they appear in the Budget. 
Proposals for new expenditures are 
accompanied by explanations and rea- 
sons to justify their inclusion in the 
program of the coming year. 

These preliminary estimates are sub- 
mitted to the Budget Bureau in August 
of each year. Upon their receipt the 
amounts are tabulated to determine the 
aggregate amount requested and the 
estimates themselves are referred to 
the budget investigators for examina- 
tion and report. 

The investigators send their recom- 
mendations to the assistant to the 
Director in supervisory charge of this 
branch of the work. The material is 
then submitted to the Director of the 
Budget, who lays them before the 
Board of Estimates. This Board com- 
pares the estimates of one department 
with those of the other departments, 
eliminates duplications and reduces and 
modifies the program of the depart- 
ments to fit them into the approved 
administrative policy. Where there is 
doubt of the wisdom of a contemplated 
reduction, the doubt is usually resolved 
in favor of the Treasury and the reduc- 
tion made, for the reason that the esti- 
mating agencies will later have oppor- 
tunity to show why such reduction 
should not be made. After this study 
of the estimates has been completed, 
each department is notified of the total 
amount to which its original estimate 
has been reduced and is directed by the 
President to apportion this total dn 
such manner as will best provide for its 
activities, and is directed to prepare its 
final estimates by appropriation titles 
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and objects of expenditure as limited 


by this total. 
3. Final Estimates be « 


The third step is the preparation of 
final estimates of appropriation, esti- 
mates of receipts, and estimates of 
expenditures. These must be sub- 
mitted to the Budget Bureau on or 
before September 15 of each year. 

The detail estimates of appropria- 
tions are prepared by the individual 
bureaus or offices of a department, in 
each of which is an assistant to the 
departmental budget officer responsible 
for its preparation. They are prepared 
in such a way as to show in parallel 
columns the amount estimated for the 
ensuing fiscal year, estimated expendi- 
tures for the year in progress, and the 
actual amount expended in the last 
completed fiscal year. 

These estimates are prepared uni- 
formly throughout the government 
service. The details are set forth in 
accordance with the classification of 
objects of expenditures prescribed by 
the General Accounting Office in its 
Bulletin No. 1 of May 11, 1922, which 
was issued for the purpose of obtaining 
uniformity in analyzing government 
expenditures. 

Upon completion of the preparation 
of the estimates of appropriations by 
the representatives of the bureaus and 
offices of a department, they are re- 
viewed and revised by the chiefs of such 
bureaus and offices and then submitted 
to the budget officer of the department, 
and by him transmitted, in some of the 
departments, to a budget committee for 
examination and report. 

In order that the departmental com- 
mittee may have the proper perspective 
for its determinations, each member is 
agsigned to one or more bureaus and 
offices of the particular department to 
study the activities and requirements of 
such services. Subsequently the esti- 


Tue ANNALS OF THE 


AMERICAN ACADEMY _ 


mates for each bureau are considered j in 
detail by the entire committee in op. 
ference with the chiefs of such Offices, 
The first consideration of this depart. 
mental committee is to adjust the 
estimates so that the total to be sub. 
mitted for a department will come 
within the tentative amount allocated 
to the department by the Bureau of the 
Budget, on the basis of preliminary 
estimates of receipts to become avail. 
able during the year in progress and the 
ensuing fiscal year. Each item of the 
appropriations requested and the ex. 
penditures contemplated under such 
grants if given by Congress are sub- 
jected to a searching inquiry, both asto 
its necessity and as to the amount re. 
quired to conduct the particular ae. 
tivity efficiently and economically. If 
this committee is not fully convinced of 
the necessity of an appropriation esti- 
mated for by a bureau or office, it 
recommends that such item or items be 
disapproved by the budget officer. 

The findings and recommendations 
of this committee are then reviewed by 
the budget officer of the department 
and, after final revision, the estimates 
are assembled and transmitted to the 
Bureau of the Budget. 

Upon receipt of these final estimates 
in the Bureau of the Budget, modified 
in accordance with the instructions of 
the President, they are again subjected 
to an intensive study by the budget 
investigators and the assistants to the 
Director, both from the standpoint of 
the needs of a particular department 
and from the standpoint of the Gov- 
ernment as a whole. 

The estimates of receipts and ex- 
penditures transmitted with the esti- 
mates of appropriations are now de- 
tached from the other papers and 
forwarded to the Division of Estimates 
of the Bureau, where they are used to 
prepare financial data. ‘The estimates 


of of receipts are used to prepare a on 
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bined statement of estimated income 
for the year in progress and the ensuing 
fscal year, while the expenditure data 
are finally revised to agree with the 
revised estimates of appropriation al- 
lowances and used for compiling the 
estimated expenditures of the year in 
progress and the year to be financed. 
In arriving at the final figures to be 
included in the Budget, numerous con- 
ferences are held between the officials 
of the Bureau of the Budget and the 
officials of the spending services. These 
hearings are held by the Board of 
Estimates of which the Director is 


chairman. 


4. Hearings before the Board of Esti- 
mates 


The fourth step is the hearing before 
the Board of Estimates. The Board of 
Estimates is composed of the Director, 
the Assistant Director, the executive 
assistant and the six assistants to the 
Director. This Board may sit as a 
board and call before it department 
officials for a discussion and explana- 
tion of their requirements, or individ- 
ual members of the Board may call 
informal conferences. 

It is at this stage particularly that 
the information gained throughout the 
year by the budget investigators is 
brought to bear upon the figures sub- 
mitted by the departments. The 
spending officials naturally take the 
departmental viewpoint, that of expan- 
sion, whereas the investigators have the 
point of view of the Bureau of the 
Budget and the Government as a 
whole. 

Hearings are held by the Board from 
the date of receipt of the final estimates, 
September 15, until well into Novem- 
ber. At these hearings representatives 
of the executive departments are given 
an opportunity to state their needs and 
justify their requests for appropria- 
tions. The amounts finally agreed up- 


on are the amounts included in the 
Budget, and are the maximum amounts 
that a department may request of 
Congress when appearing before the 
appropriation committees in defending 
their estimates. Formerly, a depart- 
ment could advocate an appropriation 
for a new activity not included in their 
original estimates, or an increase in the 
amount submitted, but under the 
budget law such requests can only be 
made at the direct request of Congress. 
In this connection, the remarks of 
President Harding on this subject at 
the fifth regular meeting of the Business 
Organization of the Government, June 
18, 1923, are of interest. He said: 


I have noticed from the hearings before 
the Appropriations Committees of Congress 
that some of the officials of the Government 
have not yet realized that under the Budget 
and Accounting Act the estimates which are 
before Congress are those submitted by the 
Chief Executive. The officials to whom I 
refer were apparently of the impression that 
the estimates which their respective depart- 
ments or establishments submitted to the 
Bureau of the Budget, were the official esti- 
mates which they were authorized to advo- 
cate before the congressional committees. 
I trust this erroneous impression will not 
prevail hereafter. If Congress desires esti- 
mates other than those submitted by the 
Chief Executive, it has reserved unto itself 
in the Budget and Accounting Act the 
authority to request such estimates and de- 
fined the methods of obtaining them. But 
the administrative officials, who are operat- 
ing under the Executive, are expected to 
subscribe cordially and loyally to the 
budget estimate, and I do not hesitate to 
say that the repetition of an advocacy of an 
estimate before the congressional commit- 
tee in excess of the executive recommenda- 
tion, will be looked upon as sufficient reason 
to give consideration towards severance of 
employment with the Government. 


5. Estimate Sheets Returned for Revision 


The fifth step is that of returning the 
estimates for final revision to the de- 
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partments. The departmental budget 

officer either revises his estimates at the 

Bureau of the Budget, or if the changes 

made require further consideration by 

the head of a spending service, are 

_ revised in the department and then 
resubmitted to the Bureau of the 
Budget for incorporation in the Budget. 
These revisions involve the correction 
of not only the estimates of appropria- 
tion sheets but also a modification of 
the expenditure program of the depart- 
ment to come within the expenditures 
set for each spending service. 

In the National Budget a very clear 
distinction is made between “Esti- 
mates of Appropriations” and “ Esti- 
mates of Expenditures.””’ The former 
has reference to the new or additional 
grants to be asked of Congress, and the 
latter represents the amount of money 
which it is estimated will be withdrawn 
from the Treasury during the fiscal 
year in progress and the ensuing fiscal 
year. It is well to note here that the 
cash withdrawals during a fiscal year 
are made from appropriations made for 
prior years as well as from appropria- 
tions recommended in the Budget, and 
further that a portion of the money to 
be appropriated for a fiscal year is not 
withdrawn from the Treasury until 
after the close of that fiscal year. 


6. Preparation of Budget Document 


The sixth, and final, step in preparing 
the Budget involves the preparation of 
financial statements and detail esti- 
mates of appropriations. The budget 
document is divided into two parts: 
Part I containing the budget message 
of the President and all the analytical 
and interpretive statements, including 
a summary of the estimates of appro- 
priations for the ensuing fiscal year, 
compared with appropriations already 
made for the current fiscal year; and 
Part II consisting wholly of detailed 
estimates of appropriations. Part I is, 


in effect, a general financial 
dealing with past conditions and Opera. 
tions and bringing these operations and 
conditions into comparison with th 
budget estimates. The purpose ¢ 
preparing the document into two dis 
tinct parts is to make it possible with. 
out extra labor to issue Part I as, 
separate pamphlet so that it may be 
given wide distribution. 

It is pertinent here to describe 
least briefly the general character of 
this budget document. _ In its prepara. 
tion the Budget Bureau aims to submit 
all essential facts regarding the finap. 
cial condition, operation and proposals 
of the Government in the simplest, 
most condensed and easily understood 
form possible. These statements sup- 
ply detail information regarding the 
income and outgo of the Government, 
actual and prospective, during the last 
completed fiscal year, the year in 
progress, and the year to be financed. 
They also give financial data showing 
(1) the financial condition of the Treas- 
ury at the end of the last completed 
fiscal year (balance sheets), (2) the 
means by which such condition was 
reached (operating statements), and 
(3) the public-debt transactions. 

The data for preparing these state- 
ments and estimates of appropriations 
are supplied to the Budget Bureau by 
the several departments. For ex- 
ample, the internal revenue receipts 
and customs revenues are furnished 
that office by the Secretary of the 
Treasury, and the estimates of miscel- 
laneous receipts are supplied by the 
several departments and independent 
establishments, as are also the esti- 
mates of expenditures and estimates of 
appropriations. 

This material is submitted to the 
Bureau of the Budget on standard 
forms and in accordance with a stand- 
ard classification. The revenues are 
classified by sources, and the expendi- 
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tures and estimates of appropriations 
are classified by organization units and 
objects of expenditure. 

All of this information is referred to 
the Division of Estimates, whose func- 
tion it is to prepare the budget docu- 
ment. It is in this division that the 
approved estimates of appropriations 
and the financial and statistical state- 
ments are prepared for publication. 

The Budget is prepared in advance of 
the receipt of the ensuing fiscal year’s 
figures so far as this is practicable, as 
otherwise it would be impossible to 
compile all the detail information con- 
tained in the Budget in the short time 
available after the approval of the 
final estimates. The procedure em- 
ployed in collating this material and 
getting it ready for the printer requires 
much skill in arranging the work so 
that it may be prepared and published 
in time to submit it to Congress in 
December of each year. In view of 
this it may be of some interest to 
describe briefly how this is accom- 
plished. The first step in getting the 
material ready for inclusion in the 
Budget is the preparation of the Pro- 
Forma Statements. These are usually 
prepared in July of each year. The 


purpose of preparing these forms ie 
advance is to facilitate the posting of —_—_3. 


the data to their respective statements 
as each class of material becomes avail- 
able. 
The method employed in drafting 
these forms is very simple. 
by mutilating a paper-bound copy of 
the previous year’s Budget. The fig- 
ures of the former years are cut out of 
the old forms and the descriptive 
matter is then pasted upon columnar 
sheets. This procedure is practicable 
since the form of the Budget is now 
standardized, and, though improve- 
ments are made from year to year in the 
presentation of the information, the 
changes are usually so slight that modi- 
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fication of the forms can be made in 
most instances without rewriting the 
material. The major portion of this 
work consists in the preparation of the 
forms for the reception of the estimates 
of appropriation, Part II of the Budget. 
These are the sheets which supply the 
details of the estimates of appropria- 
tions for the ensuing fiscal year and the 
amount of appropriations already made 
for the prior (current) fiscal year. 

To facilitate the preparation of these 
sheets a record of appropriations 
granted by Congress is maintained in 
this division for each chapter of the 
Budget. It is used at the end of each 
year to supply the amount of regular 
and supplemental appropriations made 
for each spending service for the prior 
fiscal year. This is posted to the detail 
sheets soon after the close of the last 
completed fiscal year, while the esti- 
mates for the ensuing fiscal year are 
posted to these chapters when they are 
received from the investigators, ap- 
proved by the Director. 

The estimates of appropriations are 
printed in the Budget in thirteen sep- 
arate chapters, as follows: 

1. Legislative establishment 

2. Executive office and independent 

establishments 

Department of Agriculture 
4. Department of Commerce 
5. Interior Department / 
Department of Justice parr 


= 
. Department of Labor 
Navy Department 
9. Post Office Department _ 
10. Department of State 
11. Treasury Department 
12. War Department, including Pan- 
ama Canal 
13. District of Columbia 
t will be noted that a chapter of the 
Budget is devoted to each branch or 
department. Under each department 
the estimates for each bureau or service 
of a department are given separately. 


~ 


™ 


Teport 
Opera. 
nS and 
the 
se of 
0 dis. 
as a 
ay be 
De at 
er of =. 
para- 
bmit 
Nan- 
lest, 
= 
te- | 
ns 
by 
its 
ad 
he 
le 
it 
7 
if 


4 


For each bureau the estimates of ap- 
propriations are given in detail by 
appropriation titles supported by de- 
tail schedules of objects of expendi- 
tures. An example of the information 
presented is that of the Bureau of 
Foreign and Domestic Commerce, of 
the Department of Commerce. The 
estimates of this Bureau are printed in 
the Budget under the following heads: 


General Administration (Sala- 
4 ries of Bureau in Washington) 
j 2. Commercial Attachés 
of Promoting Commerce, Europe 
s and other areas 
4, District and Coéperative Office 
‘ Service 
_ 5. Promoting Commerce, South and 
Central America 
_ 6, Promoting Commerce in the Far 
‘ East 
Export Industries 
P 8. Enforcement of the China Trade 
4 Act 

9. Distribution in Domestic Trade 
q 10. Investigation of Foreign Trade 

Statistics 
_ 11. Compiling Foreign Trade Sta- 
i tistics 
_ 12. Lists of Foreign Buyers 
_ 18. Investigating Sources of Crude 


Rubber 

Each of these appropriations is sup- 
ported by detail schedules of objects of 
expenditure showing how much of each 
appropriation is to be expended for 
personal services, supplies and mate- 
rials, transportation, and like objects. 

If any change is recommended in the 
wording of the appropriation law this 
fact is made known by the departments 
on the Budget estimate sheets by 
underscoring the words to be inserted 
in the law or title of the appropriation. 
Where the editor notes any new word- 
ing or other changes, this new material 
is inserted on his work sheets and is 
printed in italics, so that the appropria- 
tion committee may be advised of any 


As 
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new provisions or changes in lay 
recommended. 

After the approved estimates anj 
changes in wording have been 
each chapter, as it is completed, is sent 
to the Government Printing Office for 
printing and return of proof. Upon 
receipt of the galley proof, copies ar 
sent to the budget investigators fo 
examination and for such changes as 
may be needed. Upon return of these 
copies the changes are inserted on the 
proof copy, proof is read, and then re. 
turned to the Printing Office for page 
proof. After reading the page proof it 
is returned to the Printing Office, where 
the material is printed and assembled 
and made ready for binding into the 
budget document. 

The statistical and financial state. 
ments, Part I of the Budget, are pre- 
pared as rapidly as the material be- 
comes available. For example, all 
data relating to the preceding fiscal 
year are inserted on these Pro-Forma 
Statements as soon as the information 
is made available to it by the Treasury 
Department. The financial informa- 
tion is supplied to the Division of Esti- 
mates of the Bureau of the Budget by 
the Division of Bookkeeping and War- 
rants of the Treasury Department and 
the Office of the Treasurer of the 
United States as soon as their books 
have been closed and balanced. This 
is usually some time in September. 
The tables relating to the current fiscal 
year and the ensuing fiscal year, how- 
ever, cannot be prepared until final 
decision is reached as to the amount of 
the estimates of appropriations and the 

resulting expenditures. ‘This is given 
to the division from day to day from 
September 15 to about November 15. 
The data are carefully checked and 
posted to the different statements as 
received. After the material has been 
compiled it is then reviewed by the 
Chief of the Division, given to the 
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editor, and then forwarded to the Gov- 
ernment Printing Office. 

Upon receipt of final page proof for 
the entire contents of the Budget it is 
assembled, paged, indexed, and then 
returned to the printer for assembling 
and binding into the document known 
as the Budget. 

The magnitude of the mere mechan- 
ical task of getting the Budget into 
shape and through the press may be 
appreciated from the fact that the 
Budget for 1925 consisted of a quarto 
volume of 1,120 pages. 


Success oF BupGET SysTEM 


In the foregoing the attempt has 
been made merely to describe the me- 
chanical procedure, so to speak, that is 
employed in the preparation of the 
National Budget. It would be im- 
proper to leave this paper at this point. 
The success of any system is dependent 
largely upon the spirit in which it is 
administered and the skill and energy 
employed by those having responsi- 
bility for such administration. The 
success that the new system has had is 
wholly dependent upon the energy and 
ability displayed by the officers of the 
Government charged with the opera- 
tion of it. The country has been very 
fortunate in having as the first two 
directors of the Bureau of the Budget 
men like General Charles G. Dawes and 
General H. M. Lord. The first made 
it clear that the duties of the Director 
of the Budget were not going to be 
considered as of a perfunctory charac- 
ter. With his well-known forcefulness, 
he made it clear to all government 
officers that the President intended to 
take seriously his duties as budget 
chief and general manager of the busi- 
hess corporation. General Lord, who 
succeeded him, brought to the office 
exceptional competence for the per- 
formance of the duties of his office and 
had the additional advantage of enjoy- 


ing the confidence of the two Houses of 
Congress to an unusual extent. Though 
never hesitating to insist upon reduc- 
tions in original estimates where neces- 
sary, in order to bring the total within 
the program laid down by the Presi- 
dent, he has succeeded in maintaining 
the most cordial relations with the 
spending services. Especially has he 
had great success in impressing upon 
the directors of the spending services 
that, primarily, responsibility for effi- 
ciency in administration and the exer- 
cise of due conservatism in framing 
estimates rested upon them. In this 
way, instead of acting merely as a 
superior authority to wield the blue 
pencil, he has secured from them a 
general codperation in the whole field; 
not merely of preparing estimates for 
future needs but in the exercise of care 
in the expending of funds granted. 

The Budget and Accounting Act was 
in effect but an order to go ahead. The 
new system could easily have been a 
dud. It is to General Dawes and to 
General Lord that credit is due for the 
fact that the system has not only been 
a brilliant success from the start but is 
steadily being perfected. They have 
built up a tradition in regard to the 
nature and function of the Bureau of 
the Budget that will be influential for 
years to come. 

Great credit also should be given to 
the two chairman of the Committee on 
Appropriations of the House, Mr. 
James W. Good, to whom in collabora- 
tion with Senator McCormick of the 
Senate, chief credit is due for the adop- 
tion of the budget system, and to Mr. 
Madden, the present chairman, for the 
effective way in which the new system 
has been handled in Congress. 

That the new system has fully come 
up to the expectations of those urging 
its adoption is evidenced by the em- 
phatic testimony not only of the two 
Presidents who have held office since 
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its adoption, President Harding and 
President Coolidge, but the chairmen of 
the Committees on Appropriations of 
the two Houses who have had to do 
with the Budget as formulated and 
presented to Congress. The remarks 
of these two chairmen are so direct and 
to the point that this paper is concluded 


_ with their reproduction. 


At the close of the session of Con- 


. x gress which considered the Budget for 
the fiscal year 1924, Mr. 


Madden, 
Chairman of the House Committee on 


_ Appropriations, in reviewing the budg- 
_ etary situation, said: 


It was the most satisfactory budget which 
has ever been presented to any Congress, 


considered both from the standpoint of the 


Treasury of the United States and the ad- 


- ministration of federal activities which will 


function under it. In my experience as a 
legislator I have never seen estimates of 


‘ appropriations so free from obvious pad- 


: _ ding, so carefully squared to actual needs, 


or so void of proposed extravagant expan- 
sion as these. . The results of the 
action of this Congress upon the 1924 
“Budget, and the supplemental and defi- 
ciency estimates amount in the net to prac- 
tical ratification of the aggregate as sub- 
mitted by the President. (Remarks of 
March 4, 1923, in Daily Congressional 
_ Record of March 15, 1923, p. 5675.) 


Senator Warren, Chairman of the 
Senate Committee on Appropriations, 
speaking on a similar occasion in the 
Senate, said: 


The budget law has demonstrated its 
worth. It helps separate the chaff from the 
grain. It gives accuracy, as well as integ- 
rity, to estimates, which results in less work 
on the part of Congress. Under the old 
system congressional committees were ob- 
liged to spend a great amount of time on 
extravagant and questionable estimates. In 
fact, meritorious estimates are never the 
cause of great contention. Now, that esti- 
mates mean something, the work of all is 


gecelerated. (Remarks of March 4, 1923, 


i 
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in Daily Congressional Record of March 15, 
1923, p. 5684.) 


Finally, in introducing one of the 
appropriation bills for 1924 in the 
House, Mr. Madden again took occa- 
sion to speak of the new system as 
follows: 


The Budget, as you will realize, places the 
responsibility on the President of the United 
States of stating a program which he pro- 
poses to enter upon this next year and 
indicate the cost. The President has ac- 
cepted the responsibility that is placed upon 
him by the law, and he has exercised that 
responsibility in a remarkable way. For 
the first time in the history of the country, I 
think, a President of the United States has 
really paid great attention to the cost of 
Government. President Harding has, and 
he has done so very systematically, and he 
deserves the commendation of the Congress 
for his activity in this direction and the 
thanks of the American people for the re- 
sults of his activity. 

There are 22 statements printed in the 
Budget that I would like every member of 
the House to read. I shall not have time to 
go into them, but they are very important; 
they are illuminating; they are interesting; 
they show the painstaking care which has 
been applied to the preparation of the 
Budget, and any person who is interested in 
the finances of the United States will be well 
repaid for the time he may take in studying 
this budget system. 


Mention finally should be made of 
the fact that the responsibility of the 
President and the duties of the Bureau 
of the Budget do not cease with the 
final preparation and submission of the 
Budget. After the appropriation bills 
putting the Budget into effect are 
passed, the President, acting through 
the Bureau of the Budget, exercises a 
close supervision over the manner in 
which the funds voted to the adminis- 
trative services are expended. This, 
however, is a feature of the new system 


which cannot be handled in this paper, 
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THILE the task of the National 
Forest Service includes promot- 
ing the practice of forestry by states, 
municipalities and private owners, a 
very large proportion of its expendi- 
tures are applied to the protection and 
administration of 146 national forests 
created for the primary purposes of 
timber production and watershed pro- 
tection. 

In connection with the production of 
timber on these national forests, nu- 
merous by-products are utilized or 
created and some research and some 
plain law-enforcement work is carried 
on; but there is a sharp distinction be- 
tween the main purpose of the Forest 
Service and that of other federal or 
state organizations which are engaged 
in the usual governmental functions. 
This distinction needs to be recognized 
in order to understand the financial 
problem and practices of the Forest 
Service. A large part of the energies of 
the Forest Service are directed to the 
management, protection and develop- 
ment of a vast estate of 157,000,000 
acres reserved by the Government for 
public service, usually the production 
and protection of raw materials es- 
sential to a permanently sound eco- 
nomic and_ industrial national 
structure. “Timber farming” is the 
phrase which most aptly expresses its 
work. Grazing administration, while 
incidental to timber production, is the 
second largest activity on the national 
forests. This activity is guided by the 
broad policy of so regulating the use of 
intermingled forest and forage as to 
produce and make available for use the 
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The fact that the main purposeofthe 
Forest Service is the production of raw 
materials calls for an approach to its he 
financial problems quite different from 
that which is suitable to the usual gov- 
ernmental organization. 

When a federal bureau is engaged es 
the production and sale of such com-— 
modities as timber and forage, its ex- 
penditures must be budgeted and 
controlled under considerations corre-_ 
sponding closely to those which control ae -, 
a manufacturing business. It is true 
that not all the products of the national a 
forests are sold, but it is required that 
every service rendered the public and 
every commodity produced on the — 
national forests have a value to the _ 
public worth more than it costs. This — 
value, which is often difficult to meas- 
ure in dollars and cents, is at least 
easier to weigh in terms of relative ~ 
worth and cost than in the case of law- _ 
enforcing or tax-collecting functions, 
for example. 


PERSONAL SERVICE AND TIME 
BUDGETING 


Another fact having an important | 
bearing on the problem of budgetary _ 
control is that the work of the Forest __ 
Service is mainly a matter of personal _ 
service. In the fiscal year 1923, out of __ 
a total of $6,936,817 expended from the Fan 
regular appropriation for the work of 
the bureau, $4,930,107 was expended 
directly for salaries and wages, and 
$972,535 more was required for travel, 


forage of animals used by rangers in | 
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making their rounds, subsistence of 
laborers, and for other expenditures 
incidental to personal service. Thus, 
__ while no exact determination is possi- 
ble, it is clear that roughly 85 per cent 
of the expenditures of the service is di- 
_ rectly or indirectly for personal service. 
The significance of this predomi- 
nance of personal service expenditures 
is that the budgetary problem of the 
Forest Service resolves itself into a 
problem of use of time. The work that 
__ forest officers have to do covers a wide 
range of duties, is widely scattered as to 
_ place, and is subject to constant inter- 
_ ruptions and changes. It is clear then 
that time-budgeting is both more diffi- 
cult and more important than in 
ordinary government work or in such 
enterprises as manufacturing. Direct 
_ supervision is seldom possible. Stand- 
ardization is possible, but it must be of 
_ a different character from that used in 
controlling the use of time by office 
workers, mechanics or traveling sales- 
men. The possibilities for economy or 
waste in the use of time by a force of 
- men engaged on national forest work 
are very great. 
_ Budgetary control of time is ap- 
_ proached through statements of ob- 
jectives, standards and personal work 
plans. In all manuals, circulars of 
instruction, conferences and inspec- 
tions, much emphasis is laid on the 
importance of defining clearly the pur- 
pose to be accomplished in each under- 
taking. This may be a definition of 
the purpose to be attained by a major 
activity such as grazing administration 
or may be the objects which are to be 
= in a series of visits to a tribe of 
incendiary Indians. When a forest 
officer’s mind is grooved by habits of 
about just what he is trying to 
_ accomplish as he moves through the 
_ details and perplexities of his work, his 
_ efforts will be directed and controlled in 
way not otherwise possible, 


Tue ANNALS OF THE AMERICAN ACADEMY 


The frequency with which cattle or 
sheep ranges are inspected or fire 
guards checked up by the ranger has an 
important effect on use of time. De- 
cisions on these points are not left to 
accident or the unsupervised incli- 
nations of individual men, but are 
controlled by frequency standards 
originated normally by the ranger con- 
cerned, in the light of his detailed 
knowledge of what is needed and what 
must be watched in his district, but 
reviewed and approved by supervisory 
officers to iron out tendencies due to 
individual bias and for the purpose of 
bringing the actual working standards 
into harmony with general policies and 
programs. 

_The personal work plan normally 
takes the form of a list of definite con- 
crete jobs to be done during a coming 
season, these jobs being listed after 
consideration of all the check lists of 
jobs, activity lists, and known needs 
for constructive work, etc., which will 
facilitate a comprehensive and well- 
balanced layout of the work of the 
particular man in his particular unit for 
the period involved. When jobs are 
listed they must be classified by trips, 
months, or dates by which they should 
or must be done. If, as is usually the 
case, the list of jobs requires more time 
than is available, the time-budget 
will not balance and the less important 
work must be stricken out until the 
forest officer has before him a layout of 
specific things to do, which it is esti- 
mated he actually can accomplish in 


the period allowed. 


be 


NEED TO STRETCH THE DOLLAR © 


Throughout this whole process of 
defining objectives, setting up working 
standards and making working plans— 
as indeed throughout the entire process 
of making money budgets—codrdina- 
tion, the chief purpose of budgetary 
control, is served at every step. An 
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approved budget of money or time 
represents the combined judgment of 
the man who is to carry out the esti- 
mate, together with one or more of his 
superiors, as to the adjustment between 
the demands for money or time which 
will yield the largest measure of net 
public benefits. 

Administrators in charge of Forest 
Service activities, as a rule, feel 
strongly that the money they have 
available is inadequate to do all the 
work which the public interest requires 
to be done. They are convinced that 
larger expenditures would produce 
larger results per dollar expended. 
This is not the place to discuss the 
truth or soundness of this idea, but its 
importance as a force available for use 
in financial control needs to be under- 
stood. Direct and immediate money 
profit as an incentive to skillful finan- 
cial management does not exist in 
government work as in private. Get- 
ting money for a favored project by 
economy or better financial manage- 
ment is not a bad substitute as an 
incentive to better management, and 
has been extensively used. 

Just after the disastrous forest fires 
in 1910, there grew up among service 
officers a strong belief in the extreme 
importance of a larger force of fire 
guards to avoid the recurrence of the 
losses of 1910. Such a program of 
increased guard force could not be 
financed by increased appropriations 
because these could not be secured. 
The need for more fire guards was used, 
however, as an incentive to the 
seattered supervisory personnel to 
search out all the places where inge- 
nuity and plain economy could squeeze 
out dollars which could be diverted to 
the employment of fire guards. 

It will be evident that this process of 
using developments in the trend of 
opinion in the organization and har- 
nessing the resulting desires, is an 


important means of stimulating econ- 
omy and the development of skill in 
financial management. To appeal for 
economy for its own sake isacoldand 
unproductive thing, but an appeal for | 
economy in order that some very de- | 
sirable thing may be done, gets results 
not merely in dollars saved but in the 
stimulus to ingenuity of management, 
on which in the final analysis true 
economy must rest. 
Such processes have obvious limits 
and there is always danger that en- 
thusiasm for some new activity may 
lead to unwise curtailment of some 
going work; but the extent to which the 
dollar can be stretched when the active 
interest of a body of employes can be 
enlisted is a source of gratification and 
sometimes of considerable surprise. 


How Bupcetary PLANs ARE 
Carriep Out 


Disregarding the men in charge of 
certain special activities, three groups 
of officers carry out the budgetary 
plans of the Forest Service. There are 
eight district foresters immediately 
responsible to the chief forester for: 

1. Making the plan of work to be 

performed in each district dur- 
ing the fiscal year. 

2. Making the estimate of funds 

needed to carry out that plan. 

8. Carrying out the plan itself, as 

finally approved, after funds are 
appropriated. 

Under the district foresters are a 
total of 146 forest supervisors, each in 
charge of a national forest, and under 
the forest supervisors are a total of 842 
district rangers each in charge of a 
ranger district averaging 215,915 acres 
in size. These are the last responsible 
administrative officers in the line. 

One of the primary principles urged 
by the authorities in budgetary control 
is that estimates should be made by the 
men who carry them out, and in ac- 
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cordance with this principle, the mak- 
ing of estimates starts with the district 
ranger who has the most intimate 
knowledge of the needs of the district 
under his charge and who will be im- 
mediately responsible for carrying out 
his district’s part of the budgetary 
plans finally adopted. 
The form which the district rangers’ 
estimate takes varies widely. Since 
national forests are found scattered 
from New Hampshire to Arizona and 
from Florida to Alaska, a wide variety 
of work and needs exists. Because of 
this and the exigencies of national for- 
est administration, the type of men 
employed as district rangers varies 
from the cowboy who never did “ paper 
work” before entering the service, to 
the fully-trained man with a master’s 
degree in forestry. In some cases 
ranger districts are in charge of veter- 
ans who know every corner and turn of 
their districts and all the plans and 
problems connected therewith, while in 
too many cases the service has been 
forced to employ as district ranger an 
inexperienced recruit direct from a 
civil service eligible list. 
By methods which are necessarily 
unstandardized and often very in- 
formal, the district ranger participates 
_ in the preparaticn of the estimates from 
the very beginning, inorder that hemay 
contribute to it all he has of specific 
knowledge, foresight and hindsight, 
and may become familiar with every 
_ detail of the estimates designed to 
cover the costs of a plan of work which 
he will be called upon to carry out. 
The preparation of estimates for the 
national forest by the forest supervisor 
_ is a more serious, more formal and more 
standardized matter. Before the nu- 
merous sheets, which compose the 
forest supervisor’s finished financial 
plan for the coming fiscal year, are 
finally typed and forwarded to the 
_ district forester, there will be attempts 
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to forecast the fluctuations of timber 
sale and other business which must be 
foreseen and provided for in the plan. 
There will be efforts to adapt the num- 
ber, location and period of employment 
of fire guards more perfectly to forest 
fire experience. Items such as travel 
expenses of each member of the force 
and the small expenditures for supplies 
which must be bought locally will be 
analyzed to see that they are in line 
with the experience of the previous year 
and free of amounts which would be 
“nice to have,” but which would only 
invite the slashing blue pencil of the 
budget officer who will pass on the esti- 
mates for the district forester. 
Estimates will be made up for perma- 
nent improvements such as fire lookout 
structures, fire telephone lines, roads, 
trails and bridges that are needed in the 
management of the forest. The forest 
supervisor will have no expectation of 
getting allotments for all the improve- 
ments with which he knows his forest 
should be equipped. He has learned 
by bitter experience that money for 
such permanent equipment is particu- 
larly hard to get. He will select from 
his permanent records of needed im- 
provements those projects which he 
thinks may possibly be approved for 
the coming year and pare the estimates 
for each as close as he dares, in order to 
avoid having the projects thrown out as 
based on unnecessarily high figures. 
In making this national forest budget 
there will be conferences with district 
rangers and any technical or adminis- 
trative assistants attached to the super- 
visor’s office; there also will be a 
conference with the district forester or 
his assistant in charge of budget mak- 
ing, in which the proposed estimate will 
be tried in the fire of analysis by a man 
of wide experience and versed in all the 
latest devices for making one dollar do 
the work of two. There are likely to 
be group conferences of several super- 
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visors and the district forester or his 
budget officer. At these conferences 
ideas on financial methods are ex- 
changed and each’ supervisor sees the 
grilling that his fellow supervisors re- 
ceive and is reassured as to the good 
faith and fairness with which estimates 
for each national forest are handled by 
his superior officers. 

When the process is completed the 
estimates go forward to the district 
forester on large sheets. These esti- 
mates are accompanied by supporting 
sheets giving the details on which such 
items as travel and supply estimates 
are based. At the office of the district 
forester when all estimates are in from 
the national forests, the figures are com- 
piled, analyzed and studied in the light 
of relative needs of the national forest 
district as a whole and in their relation 
to Service policies, as well as in con- 
nection with past and future needs of 
each national forest unit. 

Summaries are prepared for sub- 
mission to the chief forester showing for 
each group of employes and each class 
of expenditures how many men were 
employed or how much money was ex- 
pended in the previous and the current 
fiscal years separately; also the amount 
which it is proposed to expend during 
the coming fiscal year and the number 
of employes if the allotments remain 
unchanged. Additional needs which 
cannot be met without an increase of 
funds are listed for consideration and 
discussion with the chief forester. 

A separate estimate for the district 
forester’s office is prepared. This car- 
ries the overhead of the national forest 
district and includes other items which 
while not overhead sometimes seem to 
be so. Since it is always an “open 
season” on overhead, some of the 
hardest-fought battles in allotment 
conferences center around these esti- 
mates. 

On a prearranged date the accumu- 


lated pile of estimate sheets, supporting 
sheets, memoranda of plans and ex- 


planations of details are laid before the — | 


chief forester, who, with some of his 
assistants, spends a week at each 
national forest district headquarters 
analyzing with the district forester and 
his assistants in charge of major activi- 
ties, the financial and other plans for 
the coming year. At this time current 
work and that which is proposed for 


approval are reviewed with particular _ 


attention to the financial aspects. 
Comparisons made between national 
forest districts and apparent instances 
of good or poor judgment disclosed by 
the estimates or picked up in previous 
inspections are brought forward for 
discussion and administrative action. 
Naturally, in these conferences with 
the district forester and his immediate 
associates, not all the detail covered in 
making individual national forest esti- 
mates can be examined nor is it neces- 
sary. During the previous field season 
detailed inspection of the work of each 
district forester has been made by the 
forester and one or more of his assist- 
ants. Facts and tendencies disclosed 
by such inspection, together with index 
facts which the chief forester knows 
from experience where to find in the 
estimates, afford a means of obtaining 
dependable knowledge of the financial 
results and tendencies of the district 
forester’s work with the expenditure of 
a minimum of time. This method of 
developing and checking financial plans 
by means of personal conference has 
been in use for years and has been found 
extremely helpful in promoting econo- 
my and unity of policy and practice. 
If for any reason personal confer- 
ences are not possible, the estimates 
prepared by the district forester from 
those submitted to him by the forest 
supervisors are sent by mail for review 
and action by the forester’s office at 
Washington, D. C. 
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When the review of estimates sub- 
mitted by the district foresters is 
complete and the Departmental Ap- 
propriation Bill has been passed by 
Congress, the processes of budget ap- 
proval begin. First the forester makes 
an allotment to each district forester, 
after which details and adjustments 
are worked out by each district forester 
and approved sheets are forwarded to 
the supervisor. Finally the district 
ranger is informed just what men he 
can employ, the approved period of 
employment for each and how much 
money he has for improvement proj- 
ects, travel expenses, purchase of sup- 
plies, etc., during the coming fiscal 
year. Each officer in the chain is in- 
formed how much he has to spend and 
for what purpose he may expend it. 


HIS article will 
1. Comment briefly on the present 
interest in the budget; 
2. Show how the budget may be 
applied to a variety of com- 
tai» mercial enterprises, and 
$. Develop such distinctions, if 
any, which may exist in the 


te | budget applied to business as 


ae distinct from the budget in 
government. 


I—Present INTEREST IN THE BUDGET 
To A DeGrReEE Not ORDINARILY 
APPRECIATED 


The successful operation of the Fed- 
eral Budget, coupled with the dramatic 
value given it by General Dawes, have 
developed a widespread interest in the 
budget applied to business. 

Two opportunities have been af- 
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He is given definite letters of authority 
and written statements of the limita. 
tions, demands and policies under which 
the year’s work is to be conducted, 

In the carrying out of his approved 
budget each officer is subject to close 
supervision and inspection on the 
ground. This inspection’ serves a 
double purpose. It supplies guidance 
to the local officer from a qualified man 
of wider experience. It also keeps the 
officers charged with responsibility for 
general control of budgetary plans in 
close touch with the exact conditions 
encountered in carrying out the plans 
and thus avoids the destructive tenden- 
cies of a system of centralized control 
over operations about which the con- 
trolling agency lacks intimate knowl- 
edge. 


forded me to test out this interest. As 
chief of the Cost Accounting Bureau of 
the United States Chamber of Com- 
merce, a pamphlet was prepared, Budg- 
eting for Business Control, for which re- 
quests for some 10,000 copies were 
received. A year or two later, three 
budget leaflets, prepared for the Policy- 
holders’ Service Bureau of the Metro- 
politan Life Insurance Company, devel- 
oped requests for some 52,000 copies, 
while scores of companies in particular 
industries asked for the specific budget 
studies issued by the foregoing bureau. 

To date I have either personally de- 
veloped or there have been submitted 
to me budgets applicable to the follow- 
ing industries: 


Garment Ice Cream 
Newspaper Department Store 
Hotel Banks 
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1, 
ity and Public "Construction and 
ta- Utility Contracting 
ich Mines Retailing 
Optical Instruments Metal Products 
ved Farm Implements Insurance Companies 
ose Dairy Products Paper 
the Chemical Products Electrical Products 
a Washing Machines Ice 
sex The foregoing is a sufficient selection 
- to indicate the wide appeal of the 
he budget, and yet I am confident that the 
for application of the budget to business 
= has just started. 
ns 
ns II—How tue Bupcer May Be Ap- 
n- PLIED TO A VARIETY OF ENTER- 
rol PRISES 
n- So often business men have stated 
vl- that the budget could not be applied to 
their enterprise because of its peculiar 
nature. Strangely enough, this opin- 
ion is frequently given when, so to 
speak, the competitor down the block is 
successfully using the budget principle. 
The more a business fluctuates the 
greater is the need for the budget, for 
where a business runs more or less on 
an even keel planning becomes auto- 
is matic and takes care of itself. Unless 
of business becomes stagnant, we can 
1- never safely predict just what will take 
place tomorrow, but the very uncer- 
as tainty of the future requires that we 
e have some deliberate plans. 
e The best answer to the question as to 
f- whether or not the budget is adaptable 
a to unusual conditions is to draw upon 
- the experience of widely diversified 
, business. For this purpose, reference 
r will be made to significant phases of 
t budget procedure successfully used by 
, the following types of business: 
: Railroad and Public Utility Paper 
Construction and Contracting Garment 


Dairy Products Newspaper 


Ice Cream 
This discussion will be restricted only 


to budget procedure. The budget aims 
will be discussed later. 


A—How a 


1. Budget of Revenues and Expenses : 
It is the practice of a large railway 
compile a detailed forecast of prospec- — 
tive earnings, expenses, taxes, etc., by F 
months, by means of which some rea- : r 
sonably accurate idea may be obtained - 
of the net results to be expected forthe _ 
year. Information necessary to com- __ 
pile this budget or forecast is furnished 
by the various departments concerned . 
and is based upon past experience as 
well as the present conditions and fu- — 
ture outlook. After considerable study, 
this forecast in consolidated form is _ 
submitted to the president for ap- 
proval. Naturally, unforeseen condi- 
tions during the year may require an 
entire revision of the forecast. 


2. Construction Budget 


In conformity with the increase in 
business which may naturally be ex- | 
pected as the result of the growth ofthe __ 
country served, the railway has a fur- __ 
ther yearly budget which covers pro- 
posed expenditures for improvements, __ 
additions and betterments, in the way | 
of new motor power, cars, side-tracksto _ 
serve new industries, grade revisions, 
enlarged station facilities, etc. This 
budget is prepared by the heads of de- | 
partments concerned and is finally 
approved by the executive committee. 
The amount of this budget is, of course, 7 
influenced by the outlook for earnings. | 


3. Checking of Estimates with Perform- _ 
ances 
In addition to the yearly forecast, the i 
operating vice-president of the railway _ 
calls what are conveniently known as 
monthly expense meetings, to which 
are invited the general superintendent, 
the superintendent of motor power, the 
engineer of maintenance of way, and | 
the division superintendents. 
An allotment is given each depart- 
ment for the month, based on: Past 
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experience, the outlook for business, the 
annual net earnings, and any other 
conditions which may have an effect 
upon the expenditures. 

The allotment is flexible, for ex- 
ample: The transportation expenses 
covering actual train operation will 
automatically permit of expansion or 
- eontraction in the event of increased or 
_ decreased traffic. Each department 
head in turn divides his monthly appro- 
_ priation among his subdepartments, 
and his allotment is finally passed on 
down to the individual. It is required 
that the head of the department adhere 
strictly to this figure so far as it is not 
affected by fluctuations of business. 
At the next meeting of the staff the 
actual expenditures are checked against 
the allotment. 

As may be imagined, there is con- 
_ siderable friendly rivalry, particularly 

among the division superintendents, to 
_ obtain maximum efficiency as well as to 
remain within the allowance. All this 
results in increased efficiency of the 
_ operation of the property as a whole, 
as well as increased economy. 


B—BupGETING For A PAPER COMPANY 


At the beginning of each calendar 
year, from the records of its statistical 
department, a paper company forecasts 
_ with as much accuracy as possible the 
- amount of sales of the different classes 
_ of its product and it records these sales 

in the form of trend charts. These 
records give the total amount of goods 
it intends to manufacture for the year, 
_ with the relative amounts for each 
a month from which it makes its produc- 
tion schedules in anticipation of actual 

we sales. As its business is to a certain 
extent seasonal, in order to make these 
production schedules as nearly uniform 
_ for each week in the year as possible, so 
a 7" as to keep a constant force employed 
throughout the year, this company 
makes any new or holiday goods in 


those periods of the year in which its 
sales are less than average. 

Having determined its manufactur. 
ing program from these data, it is only 
a step further to determine its program 
for buying raw materials and it is 
enabled to make up programs for the 
manufacturers, who furnish it with the 
principal raw materials several months 
in advance for deliveries at stated 
times, thus making it easier for them 
and insuring for itself more certain 
deliveries of material on the dates when 
needed. 

As practically all of its production is 
based upon time study methods, it 
budgets to each department a standard 
labor cost per unit so that each depart- 
ment has a standard cost as a basis for 
the year. While this is not exactly a 
budget, it is in effect the budget idea of 
limiting the labor cost in any depart- 
ment to a certain figure which it expects 
the departmental heads to realize in 
operating their departments. 

In its producing departments it does 
not budget productive or nonproduc- 
tive labor as such. The effect, how- 
ever, is obtained by standardizing the 
labor cost. 

At the beginning of each year, in 
addition to establishing the standard 
labor cost, it also budgets the expenses 
of the manufacturing departments for 
repairs to machinery, tools and fixtures 
and, also, for sundry supplies. These 
budgets are based upon its experience 
and also upon its plans for the year and, 
once having been established, are not 
to be exceeded unless for some unusual 
cause. 

It also has budgets for its different 
office departments, such as cost, statis- 
tical, order, bookkeeping, etc., as well 
as budgets covering the repairs and 
maintenance of buildings, roads and 
grounds, employment department ac- 
tivities, power plant expenses : -_ im- 
provements, etc. 
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Tue BuDGET IN 


THE CONTRACTING 
AND CONSTRUCTION COMPANY 


Budgeting for the contracting com- 
pany depends chiefly upon the use to 
which the construction estimate is 
placed. The following is the practice 
in this connection of three construction 
companies: 


All of our estimates are made in detail, 
with complete take-offs, covering all por- 
tions of the work. A summary of this 
estimate goes to the contract manager; the 
complete take-off with prices goes to the 
purchasing agent; and the complete esti- 
mate goes to the erection superintendent, or 
job supervisor. The construction superin- 
tendent on the job is given a revised esti- 
mate which includes the estimate of the 
bare labor necessary for completion of the 
job. This estimate is revised so that all 
overhead items are eliminated, and all items 
of profit. 


The most important use of the estimate is 
in regards to the labor cost of the job. The 
cost clerk in the main office is given a copy 
of the estimated labor cost. The weekly 
costs are divided into the various subdivi- 
sions of labor. These are added up weekly 
and compared with the estimated cost. 
Copies of the actual cost as compared with 
the estimated cost are given from time to 
time to the job supervisor and the construc- 
tion superintendent. In this manner, a 
close check is kept upon the labor cost and 
should it appear to be running over what 
has been estimated, it is caught, and if pos- 
sible remedied during the course of the job, 
rather than at the completion of the job 
when it is too late. 


We make careful estimates of all con- 
struction work on which we take contracts. 
When a contract is closed we make a new 
statement which is called a “bogey,” fol- 
lowing the terms of golf, which is a very 
careful analysis of the actual job after we 
have had time to give it study, and the unit 
prices are fixed as to what can be done if the 
working force will do their very best, and 
cannot be reached unless they do exert 
themselves completely. This bogey is 
usually much less than the estimate. The 


job timekeeping is subdivided daily and - 


each of the operations and important ones 


are worked out into unit costs daily forthe 
superintendent, and the whole thing is 


worked out once a week. Copies are sent 


to home office as used on the job. This 


keeps the work under close control. Every- 
one interested has a copy of this bogey— 
contract manager, purchasing agent, job 
supervisor, and construction assistants on 
the job. Any variation from this score up- 
ward is given very prompt and careful 
study. We also, whenever possible, and 
this is very frequently, set up a task and 
bonus for the superintendent, foremen, | 
gang bosses and workmen such as a lump 
sum if they meet the bogey and one-half 
saving if they beat it. 


Summing up then, for budget pur- 
poses, the estimate can be used in at 
least four or five ways: 

1. The contract manager will receive _ 

therefrom allowances he may 


have in awarding the various _ 


subcontracts. 

2. The estimate will set limits for the 
purchasing agent in placing 
orders for necessary materials. 

3. The estimate will énable job su- 
pervisor and construction as- 
sistants to watch very closely | 
labor costs. 

4. The estimate will enable the plan- 

ning department to schedule 
carefully the work, that it may 
be completed on time. 

5. The estimate will enable the cost 

and financial department to 

check up the profitable or un- 
profitable character of the con- 
tract while in process of com- 


pletion. 
D—Tue Bupcet ror Datiry Propucts 


Dairy products offer genuine budget 
difficulties, for the production of milk is 
twice as great in the spring as it is in the 
fall, with sales fairly uniform through- 
out each month of the year. The fol- 
lowing is the budget procedure of one 
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tured product. 
_ shown us, for instance, how many pounds of 


of the large producers and distributors 
of manufactured dairy products: 


In the latter part of each year, our Sales 
Department submits a statement showing 
how many cases of milk it expects to sell 
during each month of the following year, 
by sizes and brands, subdivided as to selling 
territories, states and foreign countries. 
(This geographical division is important, as 
you will find later on.) 

Concurrently, our Production Depart- 
ment prepares figures showing how much 
milk will be produced each month during 
the coming year in each territory serving 
our factories. This latter estimate is based 
on the number of cows in each factory ter- 
ritory, and the average production of milk, 
per cow, based on government statistics, as 
well as our own experience. , 

Very seldom does the milk in sight around 
our factories balance with the milk our 
Sales Department expects to sell. Some- 
times there is an abundance of milk, other 
times a shortage. Under our budget sys- 
tem, production and sales are brought to- 
gether. Price changes for raw milk and 
finished product will sometimes accomplish 
this. The law of supply and demand re- 
quires that this be done. Sometimes other 
methods are used to increase or lower pro- 


- duction, or increase or lower consumer 


demand. The main thing, however, is to 
bring production and sales in balance. 
After production and sales are brought in 
balance, the next step is to determine the 
amount of other raw materials needed to 
convert the raw milk into the manufac- 
Our table of experience has 


raw milk are required to produce one case 


_ of preserved milk of the various sizes; how 


many pounds of sugar are required to pre- 
serve, say, 100 pounds of milk; the amount 
of coal it takes to produce one case of 
preserved milk; the amount of tin plate and 
solder to produce cans to hold the finished 
product; the amount of box shooks or pack- 
ing cases, etc. All this is laid out for each 
of the factories and it shows how much of 


of the factories work under a schedule based 


on the amount of milk in sight in their 
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territory. Under this schedule, the fag. 
tories will carry, say, a two weeks’ supply 
of certain raw materials; a four weeks’ 
supply of another kind of material; and 
two or three months’ supply of still other 
materials. Experience has shown us how 
close we can work on small inventories of 
raw and manufacturing materials. The 
plan is elastic enough to enable us to pro- 
tect ourselves in emergencies, such as coal 
miners’ strikes, or railroad strikes. 

In December of each year the plan gives 
us the following information for each month 
of the coming year: 


1. Production—each month for each 
factory. 

2. Sales—each month by selling terri- 
tories. 


3. Manufactured goods on hand—end of 
each month. 

4. Raw and manufacturing materials on 
hand—end of each month. 


We have other budget plans covering 
such matters as selling cost and advertising 
appropriations. We also have the usual 
allotment and sales quota plan for each sell- 
ing territory; goods out on consignment are 
also under control by allotment plan. 
These plans are minor and do not vary 
much from similar plans in other industries. 

Our goods are sold delivered, therefore 
the matter of freight is a large factor in 
meeting local competition, and also a large 
factor in making profits. Our twenty- 
eight factories are scattered throughout the 
United States and Canada and we endeavor 
to produce goods at these factories to meet 
the consumer’s demand in the various 
freight zones in which the factories are 
located. This is the reason why our budget 
plan requires the Sales Department to 
divide its estimated sales into certain geo- 
graphical divisions, and this estimate also 
forms a part of the allotment and sales 
quota plan previously referred to. 


E—BvupbGETING FOR THE NEWSPAPER 

Following is a brief synopsis of the 
budget practices of a southern news- 
paper: 


Our budget is arrived at by forecasting 
the number of lines we run for a period of 
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These on multiplied by 
the average rate which gives us our advertis- 
ingrevenue. To this we add our circulation 
revenue, which gives us our total income. 

Our departments all receive a specified 
percentage of operating” expenses, in the 
shape of a budget, and at the end of each 
month the department head is notified 
whether he is over, or within, his budget. 

We also set aside a certain percentage 
known as an emergency fund, to take care 
of unforeseen expenditures or special pro- 
motion work which we may decide to put 
on after the budget has been forecast. 


Bupcet or INcoME AND EXPENSES 


Tue Bupcer Business 


Budgeting for the newspaper may be — 
divided into budgets of Income and © 
Expenses, a separate Budget of Income, 


a Budget of Editorial and News, of __ 


Mechanical Expenses, of Circulation | 

Expenses, Administrative Expenses 

and Advertising Expense Budgets. 
For purposes of illustration, budget 


forms of Income and Expenses, Edito- __ 


rial and News, and of Mechanical and 
Administrative Expenses are shown on { 
the following pages: se 


CurRENT Monta 


CurrENT YEAR TO DaTE 


Allowed Actual Amount Actual 
Amount Amount Amount a Amount 

100 100 100 100 

2. Editorial and News....... 
5. Mechanical.............. 
6. Administration. .......... 
7. Total expenses (2 to 6 in- * 


fae. 
ply 
eks’ 
da 
ther 
10W 
3 of 
The 
TO- 
ves 
ith 
ch 
r 
t 
100 100 100 1000 
(7+8 to equal 1) 
7. Total Expense...........) < 
Expense per Page.........) 
| 


t 


Telegraph Cables 
and Tickers... . 


Telephone and 
Messengers... . 
Stationery and 
Printing... .... 
Supplies 
4 (Papers, etc.) . . 
Miscellaneous 


= 
A A INCREASE OR} 4 INCREASE OR | INCREASE OR 
I Cam DeEcREASE Decrease | Decrease, 
ONTH | ALLOWED Auttowep | Last Year 
ostage......... 
Total....... 
met 
‘ost per Issue... . 
6 
mm 


Bupeer in Business 
§ 


oer. 


MeEcuANICAL Expense BupGet 


Department Ex- 
penses 
Heat, Light and 

Power...... 


Matrices and 

Supplies... .. 
Blankets. ..... 
Rollers........ 


Depreciation on 


chanical Equip- 


a INCREASE OR | INCREASE OR 

OvER Same Periop 
ALLOWED Last YEAR 


Type and Me-| 


eee 


Current | CURRENT 
Monta | Monte | 4 
Composition Pay 
Total....... 


Ree. 


or 

Bupaet or ADMINISTRATIVE EXPENSE” 

I INCREASE OR I 

ALLowep, | AcTvaL, OR! ACTUAL DEcREASE 
Item Current | CURRENT Over 
MontH Monta 4 To Date ALLOWED 
Mos., Date ot 


Salaries 
Executive. .... 
Business Office . 
Clerical Help... 


General Expenses 
Stationery... .. 
Postage....... 
Donations... . 
Telephones. . . 
Traveling... .. 
Bad Debts... . 
Maintenance 


(state 
and local). . 
Heat, Light and 


Depreciation 
Other than 
Type and 
Mechanical 
Equipment. . 


Total Administra- 
tive Number of 
Administrative 
Costs per Page. 


‘4 
at 
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Tue OprporTUNITY OF NEWSPAPERS 


Over one hundred industries have 
undertaken to standardize accounting 
methods and have made substantial 
progress. With some of these indus- 
tries the newspaper publisher comes in 
direct contact. For example, the man- 
ufacturer of paper, who supplies one of 
his principal materials, and the printing 
industry in which the newspaper pub- 
lisher is frequently himself engaged, 
and in both instances the newspaper 
publisher has indubitable evidence of 
the value of standardized cost account- 
ing. Inthe newspaper field the surface 
has been merely scratched and there is 
anopportunity for constructive achieve- 
ment in the matter of standardizing the 
accounting procedure for the industry. 
Properly considered, budgeting is a 
part of such work of standardization. 


F—Tue Bupcetr ror THE Ice CREAM 
CoMPANY 


The nearest approach to a budget 
system for ice cream is perhaps found 
in the plant of Tait Brothers, Inc., of 
Springfield, Mass., whose business 
started in a very small way in 1902 and 
has grown in twenty years to over a 
million gallons a year, with manufac- 
turing and distributing plants at Spring- 
field, Worcester, New Bedford and 
New London, and additional distribut- 
ing plants at Holyoke, Northampton 
and Fitchburg. The comptroller of 
Tait Brothers, Inc., G. A. Torrence, 
makes very modest claims for the ac- 
complishments of his office: 


None of our accounting developments are 
what we understand as budgeting, but are 
preparatory to the establishment of a 
budget. Our work so far has been an 
endeavor to standardize costs and methods 
in all of our plants; to provide a ready 
means for holding heads of departments 
accountable within definite limits; to ex- 
pedite the preparation of financial and 
operating reports; to distribute the heavy 
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Ture Bupcetr Business 


carrying expenses of the winter months _ 
equitably on a gallonage basis throughout — 

the year, and then to lay the foundation for — 
a real budget program. 


In every standard rate two separate — | 


forecasts are involved; one of the total 
outlay in dollars for the particular — 


operation or group of expenses, anda _ 
second of the total quantity of the unit | 
of measurement, hours, gallonage, 
miles, etc. When operations, as in the — 
ice cream industry, are substantially 
alike in character day in and day out, 
and where volume of production, more- 
over, fluctuates widely throughout the 
year, standard rates become a vital part 
of, and more than a prelude to, budget 
making. If each division of the ice 
cream business is placed on a standard 
rate, operations will be as effectively — 
controlled and at a lower cost than 
when, as in the usual budget system, 
definite money values and limits are 
allotted in advance for each distinct 
item of expense. 

For purposes of illustration, the 
budget discussion is limited to Budget- 
ing of Material, Labor and Overhead, 
and of Advertising. ne? 


Owing to the fluctuations in the price of 
milk and cream, it is extremely difficult to 
forecast material costs. Tait Brothers, 
Inc., make no attempt to do so, and have, 
however, correctly charged milk and cream 
into costs at the weekly average market 
price, even though their own creameries 
very largely supply these products. 

Although it is contrary to the consensus 
of opinion generally maintained in the ice 
cream industry, it is felt that there are no 
insuperable difficulties to estimating mate- 
rial costs, and certainly not in terms of 
percentage of sales. The total fluctuations 
each year for a series of years, and the 
rapidity of such fluctuations, can be charted, 
and on the basis of such calculations and 
prices at the beginning of the year, material 
costs may be estimated. Such estimates 
can be revised when conditions during the 
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course of the year seem to make changes 
necessary. 

For purposes of illustration, the percent- 
age of material costs to sales is set at 334 
and in amount per gallon at 45 cents, to 
include the cost of cream, milk, condensed 
and other, sugar, gelatine, flour, fruits and 
nuts, cocoa and eggs. 


Labor and Overhead 


Standards for Labor and Overhead in the 
Hardening Room have been established by 
Tait Brothers, Inc., at a certain number of 
cents per gallon from the best figures ob- 
tainable at each of the Company’s seven 
plants. Some of the predetermined stand- 
ards are apparently closely set in some of 
the plants, while in others the variances are 
so great that the Company will, in all 
probability, have to change them. The 
single most important factor in predeter- 
mining costs of Labor and Overhead in the 
Hardening Room is the forecast of volume. 
If that is fairly accurate, actual operating 
results will closely approximate the prede- 
termined standards. 

Under Overhead in the Hardening Room 
the following expense groups are included: 


Repairs Ice Cream Supplies 


Refrigeration Building Expense 
General Overhead Miscellaneous Charges 


General Burden Laboratory <m 

Fixed Charges General Stores 

Power Washing 
Laundry 


For purposes of illustration, a standard 
for Labor and Overhead in the Hardening 
Room of 15 cents is used. 


Advertising vel 


Tait Brothers, Inc., now set aside 2} per 
cent per gallon of estimated sales for adver. 
tising, which compares interestingly with 
the policy of another company which sets 
aside 3 cents per gallon for the same pur. 
pose. If the estimated sales for the year 
are a million gallons, the advertising appro- 
priation of Tait Brothers, Inc., will be 
$25,000. 

The budget officers of the Company con. 
trol the gross amount to be spent for 
advertising. Its disposition by months, to 
territories, by kinds of advertising, and for 
various products, lies within the discretion 
of the Advertising Manager. 

The shrewd business man advertises 
heaviest when business is most difficult to 
obtain, so Tait Brothers, Inc., spend the 
bulk of their advertising appropriation in 
the first four months of the year. The 
Advertising Manager is given considerable 
leeway as to the manner in which the ad- 
vertising appropriation is to be spent. It 
is only reasonable to believe, however, that 
he carefully plans for the outlay of this 
advertising allowance. 


Detailed budgets in dollars and cents 
are not so essential in the ice cream 
industry as are certain standards for 
the main divisions of expenses. Stated 
in terms of per gallon and in terms of 
percentage of sales price per dollar, a 
typical set of such standards based not 
on actual figures, but close enough to 
operating conditions, is shown. 


Income, Costs AND Prorits or Ick CREAM PER GALLON 


INcoME PER GALLON 


Amount $1.35 PERCENTAGE 100 


Costs in Hardening Room 


Total Delivery Cost............... 
Advertising and Selling............. 
General and Administrative 


45 


1 
q 
1 
] 
1 
: Total Costs per gallon.......... ost 1.22 90 per cent 
Net Profit per gallon........... 18 10 per cent 
- 
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Master Bupcet or Sweet-Orr & ComPpANY 


. Material Purchases ............. 
. Manufacturing Overhead ......... 
. Cutting Expense ............... 
. Less Closing Inventory ........... 
. Manufacturing Earnings (3-13)... 
. Administrative Expense .......... 
. Purchasing Expense ............. 
. Advertising Expense ............. 


- Distribution Expense 


(14, 15, 16, 17, 18, 19, 20) ...... 


The master budget is the most important form used — 
by Sweet-Orr & Company, Inc., for it gives a complete 
picture of the business by sales, inventories, purchases, 
direct labor, manufacturing overhead, distribution, ex- 
penses, and finances for the entire fourteen factories 
and four shipping points. 


The form reproduced is that substantially employed 
by the Company, which has improved upon earlier 
forms. The report shows which part of the business is 
operating within or exceeding the budget. 
porting budgets give the details of operation. 


In setting up budget accounts, works managers and 
department heads responsible for the expenditures are 
called in conference with the budget committee and 
such conferences establish for the next six months the 
lowest amount necessary for the various classes of ex- 
pense. Thereafter any expenditures above the quotas 
allowed must be satisfactorily explained. 


It is to be noted that the Company, 


sive experience, has found it desirable to discount the 
value of returned merchandise. This loss on returns is 
considered a distribution expense. 


OF ........ MonrTH OF ........ 
CLASSIFICATION 
Budget Actual 
. Opening Inventory .............. 


The sup- 
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18. Warehousing and Shipping. ...... 
20. Bad Debts 
25. Profit and Loss | 
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H—BupcGetine IN THE GARMENT IN- 
DUSTRY 


For purposes of illustrating the use 
of the budget in a garment plant, the 
Master Budget of Sweet-Orr & Com- 
pany is given on page 67. 


= 


Business Bupcets 


Whether the commodities manufac- 
tured or distributed are few or many, 
_ whether the items are staple or influ- 
- eneed by style, whether the industry is 
subject to strict government regulation 
_ or comparatively free of it, whether the 
enterprise is of a jobbing or process 
character, a budget procedure can be, 
and is being, successfully applied. 


BETWEEN THE 
GOVERNMENT AND Business BuDGET 


In certain respects the fundamental 
conception of the government and 
business budget is identical. In either 
case the budget must be administered 
impartially and must be advisory 
rather than directive in character. 

The budget provides the chief execu- 
_ tive with information of what is taking 
place. It serves as his eye and ear. 

But the main drive of the budget in 
government has been for economy. Its 
Justification has been the tremendous 
_ slashes it has produced in government 
expenditures. 

_ The budget in business works quite 
as effectively for economy, but that is 

not its chief object, as may be gleaned 
from the two following quotations 
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the not distant future. 


given by officers of companies where 
the budget is in successful operation, 


Some of the major results secured from 

the budget plan are as follows: 

1. Release of large sums of money pre- 
viously tied up in raw material 
inventories. 

—Q. Carrying small stocks of raw materials, 
therefore, not running much risk in 
possible depreciation—value as well 
as deterioration. 

3. Producing approximately the same 
quantity of goods that we sell, there- 
by eliminating the element of specu- 
lation in carrying large inventories 
of finished products. 

4. Enables us to forecast our financial 
requirements in plenty of time to 
arrange for bank credits. 


The result of budgeting our expenses and 
scheduling our work in the way indicated 
in our manufacturing departments is that 
we insure more constant employment for 
a minimum force, produce our various lines 
when wanted, manufacture them at the cost 
at which we intended they should be manu- 
factured and, at the same time, our stock of 
manufactured goods and our stocks of work 
in process and raw materials are reduced. 
The budgets for the remaining items men- 
tioned have the advantage of enabling the 
company to work throughout the year ona 
definite and well considered plan of expend- 
iture within the limits of which it confines 
itself without difficulty. 


In the last analysis the budget in 
business links itself up with the move- 
ment to regularize production and 
employment. That, too, will be the 
effect of the budget in government in 
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By Lent D. Upson 


Bok Director, Detroit Bureau of Governmental Research, and Professorial Lecturer in Municipal 
Administration, University of Michigan 


REAT results were promised from 
modern budget methods. Pro- 
fessor A. R. Hatton, in editing the vol- 
ume on “Public Budgets,” in The 
Annals, issued by the American Acad- 
emy of Political and Social Science in 
November, 1915, said: 


It may be made one of the most potent 
instruments of democracy The 
budget provides a means through which 
citizens may assure themselves that their 
effort which has been devoted to common 
ends is not used for private gain, is not 
misused, or frittered away, but is applied to 
the accomplishment of those purposes 
which the community approved and is made 
to produce the maximum results for the 
efforts expended. 


During the fifteen years since modern 
budget methods were inaugurated in 
New York City, through the efforts of 
the New York Bureau of Municipal 
Research, the budget has been one of 
several administrative reforms that 
have contributed to the present high 
effectiveness particularly of city gov- 
ernment. Combined with adequate 
accounting, centralized purchasing, ca- 
pable civil service, and standardized 
salaries, plus the elimination of ward 
elected councils and partisan national 
politics, an entirely new spirit has been 
brought into municipal housekeeping. 

But the budget has not become one 
of the most potent instruments of 
democracy ,—not that Professor Hatton 
was wrong as a prophet, but because 
the public cannot make full use of the 
instrument in their hands. Budget 
procedure has stopped halfway in its 
development. Accomplishing magnifi- 
cent results in its inception, the special- 


ists in administration either have been __ 
satisfied or have found the second half __ 


of the task too difficult. 


ed 


Wuat rue Bupcet Has AccoMPLisHED 


As a deterrent to reckless expendi- 


tures, modern budget methods, as 
applied in city government, at least, 
have produced decidedly tangible re- 


sults. 
Appropriations represent an adminis- 
trative program. This improvement 


has been expedited through the adop- 
tion by several hundred cities of city _ 


manager or the strong mayor-council 


type of government, which place both | - 


fiscal and administrative responsibility _ 


directly upon the executive. It is now 
unusual to find a city budget prepared 
by a committee or committees of the 
council who are unfamiliar with depart- 
mental needs, who frequently have 
political axes to grind, and who are not 
actually responsible for the conduct of 
government. 
officer prepares a fiscal program and 
presents it to the legislative body for 
adoption or amendment, which usually 
means a carefully prepared plan of 
expenditure. 

Expense is limited to revenue. Per- 
haps the most severe criticism leveled 
at former methods of appropriation 
was the frequent absence of correlation 
between anticipated revenue and an- 
ticipated expense, Even were some 
effort made to secure a statement of 
anticipated revenues, in the absence of 
centralized responsibility, no one could 
be found willing to assume responsi- 
bility for reducing departmental esti- 
mates to such estimates. Frequently 
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the entire requests were allowed with 
the verbal warning that revenues must 
not be exceeded, an admonition more 
honored in the breach than observance. 
Modern budget procedure has elimi- 
nated this source of extravagance. 

The budget is classified in understand- 
able fashion. Ten years ago, to para- 
phrase Mr. Henry Bruere, who had 
much to do with budget development, 
the average appropriation was a license 
to spend public funds, with only such 
restrictions as were imposed by general 
descriptive titles of appropriations or 
specific statutes. Frequently, the unit 
of appropriation was the department, 
and in a single appropriation, as in 
Philadelphia in 1911, were to be found 
funds for postage stamps, stenographic 
salaries, and oats,—whether wild or 
tame not specified. Committees from 
the Board of Commerce or other civic 
agencies could mull over such an appro- 
priation item to their hearts’ content, 
learning little about the operations of 
the city or the efficiency with which 
such operations were conducted. 
Modern city budget procedure re- 
quires that budget requests shall be 
classified : 


A. By department,—police, health, etc. 
B. By fund,—police, health, welfare, 
etc., when such segregations of 
a moneys are prescribed by charter. 
ss Such funds are a relic of times 
ss. when specific tax levies or reve- 
vre nues were segregated for specific 
p , and now serve no val- 
uable purpose. 
By activity,—for police as to street 
patrol, traffic control, etc.,—in 
order that the value of city 
activities may be weighed one 
against the other. 
D. By character,—current operation 
and maintenance, debt service, 
capital outlay, and deficit. 
E. By object or purpose,—personal 
service, supplies, contractual serv- 
ice, equipment, etc., each of these 
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being further subdivided as may 
be necessary. Such a classifica. 
tion compels the departments to 
speak the same language in mak- 
ing requests; items of a similar 
character can be compared over a 
period of years; and the purchas- 
ing authorities of a city have a 
guide by which to formulate their 
purchasing plans for a fiscal 
period. 


This is a brief outline of the proce- 
dure that has been adopted with modi- 
fications here and there, by most im- 
portant governmental units. With it | 
has gone the requirement that there be 
furnished to the fiscal authorities com- 
parative data of preceding years which 
will indicate the trend of governmental 
expenditures, and the supplying of such 
supplementary information as will per- 
mit an intelligent consideration of 
municipal services as a whole,—finan- 
cial reports, status of improvement 


projects under way, encumbrances of 00 
funds, balances available, inventories, fro 
bonded debt condition, debt limits, 00 
bonds authorized but not issued, etc. 19 
Finally, there is normally a summary th 
statement with increases and decreases, do 


particularly as relating to personnel de 
and itscompensation. This last is par- ag 


ticularly valuable when there is a al 
standardization of salaries and grades 
which permits a comparison of em- lo 
ployes and compensation within defi- pr 
nite schedules. tie 
Anyone interested in the detailed an 
procedure by which these ends are m 
accomplished is referred to the numer- to 
ous articles in the budget volume tin 


already mentioned. Budget procedure re 
has not changed materially since this 
volume was published and the articles ha 
stand as valuable now as they were of 
when written. ad 
In brief, this system, which may be m. 
made the most potent instrument of th 
democracy and which is to bring about tr 
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a 7. g control of public ex- 
penditures, has actually accomplished 
the following,—provided that city 
appropriations be definitely formulated 
by a responsible administrative officer 
in the form of a fiscal program; that 
this program be measured by and be 
kept within revenues available; and 
that requests made by the departments 
be presented in terms understood by 
the legislative body and by citizens who 
ultimately pay the bill. 


Waat THE Bupcet Has Nor 
ACCOMPLISHED 


Yet in the face of this modernized 
method of handling public funds, there 
has been a constant aggravation of 
expenditures. Professor David Friday 
has pointed out that in the single state 
of Michigan, between 1911 and 1921, 
city taxation increased from $12,000,- 
000 to $49,000,000. In Detroit alone, 
the tax budget increased from $7,000,- 
000 to $40,000,000 and the net debt 
from $8,000,000 to more than $100,- 
000,000. In the decade from 1900 to 
1910, Detroit’s population a little less 
than doubled, while tax collections 
doubled, as did the debt. In the 
decade following, population doubled 
again, and taxes were multiplied by five 
and the debt by ten to fifteen. 

Frequently this increase in cost of 
local government is charged to the un- 
precedented undertaking of new activi- 
ties,—to frills and fads,—“‘the constant 
and increasing pressure upon govern- 
ment to undertake more and more and 
to leave less and less to private initia- 
tive and responsibility,” to quote a 
recent editorial of the New York Times. 

In reality this increase in expenditure 
has its origin in the recent common use 
of steel for construction purposes; the 
adaptation of electricity to lighting, 
manufacturing and transportation; and 
the development of the automobile and 
truck. There were big cities before 
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these inventions, but not complex and 
expensive cities. Skyscrapers, loft 
manufacturing, and rapid transit have 
required high pressure fire protection, 
traffic control, safety engineering, and 
more police. The automobile has 
brought more traffic control, street 
widening, and heavier pavements, plus 
new efforts by the health and police 
authorities to check the spread of dis- 
ease and crime that this form of rapid 
transportation facilitates. Also when 
the mechanic rides in his own jitney 
and enjoys necessities that were lux- 
uries a generation ago, he is not adverse 
to the city building parks and boule- 
vards, lighting streets, and providing 
free education equal to the best that 
can be obtained privately. With these 
higher standards of living has come 
apparently a finer concept of social 
justice, as seen in supervised play- 
grounds, free clinics, regulated com- 
mercial recreation, better prisons, more 
adequate disease control, and unem- 
ployment relief. 

This recent progress is largely re- 
sponsible for the extension of city ac- 
tivities and expenses. Detroit, typical 
of the large and growing city, once 
limited its activities to those common 
to local government since the beginning 
of history. They consisted of a legis- 
lative and an administrative authority; 
a system of assessing, collecting, and 
disbursing taxes; means of apprehend- 
ing, judging, and correcting offenders 
against the public peace; maintaining 
highways; rudimentary protection 
against fire; and the providing of 
elementary education. At first the 
increase in number of. city activities was 
gradual and had to do with the diversi- 
fication of long accepted activities. 
Public works grew from street grading 
to the construction and maintenance of 
paving and sewers. Constables were 
supplanted by paid police, including 
inspectors of weights and measures, 
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sanitation officers, harbor patrol, and 
detectives. A volunteer fire depart- 
ment became a paid institution. The 
elementary school system was ex- 
panded to include evening and high 
schools. 

Since 1910 seventy activities have 
been added, as compared with 114 new 
activities assumed during the entire 
ninety years preceding. These newly 
established activities are now impor- 
tant city services, and include nutrition 
of school children, prison farm, psycho- 
pathic clinic, tuberculosis camp, mater- 
nity hospital, medical college, women 
police, extension of probation, con- 
tinuation school, city planning, com- 
munity centers, junior college, control 
of grade separation, vice control, school 
gardens, hospitals, education of the 
blind and anemic, and civil service,—to 
mention a few. 

Curiously, these new activities are 
not as costly as the expansion and “do- 
ing better” of old ones. For example, 
in 1922 ordinary elementary and high 
school education cost four-fifths the 
school budget. This leaves less than 
one-fifth for new educational activities, 
—the “‘frills,”"—kindergartens, evening 
and summer schools, junior college, 
special schools, etc. 

This raises the question as to how far 
new activities can be added and old 
ones expanded in the next ten years,— 
since larger cities are approaching the 
limits on real estate taxation. Appar- 
ently such economy cannot come 
through the elimination of frills, and 
citizens will be reluctant to curtail old 
and established functions. However, 
efficiency is still applicable,—not the 
efficiency that concerns itself only with 
improving the mechanics of operation, 
but the efficiency that will challenge 
these operations and evaluate their 
worth whileness. 

Courage to question the efficiency 
with which established activities are 
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conducted requires an unusual fact 
basis, and it is exactly this fact basis 
that modern budget procedure does not 
provide. Modern budget procedure 
has created definite fiscal programs and 
kept those programs within the limits 
of available finances; and has afforded 
numerous opportunities for trimming 
minor items here and there, large in the 
aggregate, but not sufficient to effect 
the marked trend of city expenditures 
upward. The average city official con- 
fronted with the budget finds nothing in it 
that enables him to determine in a large 
way the value of the activities that are 
rendered the public, or in a lesser way the 
degree of efficiency with which such ae- 


tivities are conducted. 


Wuat THE BupGer SHouLp 
ACCOMPLISH % 


Modern budget procedure, valuab 
as it is, does not meet entirely present 
requirements in the following respects: 

The activity rather than function 
should be made invariably the unit of 
appropriation. For example, police 
protection is a function of government. 
Foot patrol, traffic control, and detee- 
tion of crime are among the principal 
activities that constitute police protec- 
tion. Neither legislators nor the pub- 
lic can measure administrative empha- 
sis unless such activities are authorized 
and adhered to. The frequent com- 
parisons of police departments on the 
basis of area or population are almost 
worthless unless the relative strengths 
detailed to traffic, detective, harbor, 
sanitation, and clerical forces are 
known. Police departments are only 
illustrative. The same principle ap- 
plies generally. 

This principle has been well under- 
stood since the beginning of budget 
improvement, but has not been well 
executed. City departments are not 
anxious to carry segregation in any 
further detail than required and there 
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is a constant incentive to eliminate 
activity in favor of departmental ap- 
propriations. The average city that 
definitely accepts an activity classifica- 
tion finds it obsolete in a few years 


unless efforts are made to keep it up to 


The budget should present a complete 
picture of what is hoped to accomplish 
ultimately by governmental means. Few 
know whether departments are doing 
100 per cent of the task assigned to 
them. For example, health depart- 
ments do not state the practical mini- 
mum death rate that can be expected, 
the cost in dollars to secure that mini- 
mum, and the plans for accomplishing 
that ideal. Similarly, the percentage 
of the recreation problem being met is 
unknown; and so forth. In conse- 
quence, cities take on activities that 
they are not in a position to assume 
completely, and seldom know how 
close they approach to assuming them. 

A request for funds whether to secure 
a low death rate, clean streets, or the 
use of playgrounds, has no quantitative 
value until compared with some other 
figure. To this end, a request should 
be accompanied by a statement of 
exactly what ideal is to be anticipated 
in that particular service; what per- 
centage of that ideal can be achieved 
through the appropriation requested, 
and leave the ideal open to criticism by 
those who may not be as enthusiastic 
about the project as the specialist in 
charge. 

The budget should be expressed in 
terms of work to be accomplished as well 
as in material things to be purchased. 
Administrative officers seldom amplify 
requests with definite statements of 
work to be done—of a specific number 
of visits by nurses, of so many lives that 
will be saved, so many more miles of 
streets to be cleaned, and recreation 
provided for so many more children. 
These matters may be discussed in- 


formally and incompletely before the 
legislative body, but they are seldom 
set down in intelligible shape for public 
information. It was a great improve- 
ment in budget making when lump sum 
appropriations were broken into a uni- 
form classification of things to be 
bought. The next big step in budget 
making may be putting these segre- 
gated items together again in terms of 
actual results to be secured. The 
merits of such a proposal are obvious. 

The budget should include the unit 
cost of work done and estimated unit cost 
of work proposed. Private business 
through the income statement and 
balance sheet has automatic measures 
of its operations. Public business has 
no such automatic and definite meas- 
ures. There is no profit or loss, and 
surpluses and deficits are not neces- 
sarily an indication that an adminis- 
tration has been good or bad, but only 
whether there has been a careful ad- 
herence to appropriations. The public 
balance sheet, when it exists, does not 
furnish even a rough criterion of effi- 
ciency and adequacy of services. Fur- 
ther, there is no competition in public 
business, which is the great stimulus to 
effective and wasteless operation in 
private business. Rarely is a city in 
direct competition with private indus- 
try, and when it is, the operating fig- 
ures are usually too obscure to permit 
comparisons. Therefore, an effective 
budget must be based upon unit cost 
figures so framed that comparisons can 
be made between years, between sec- 
tions of the same city, and between 
similar cities. Departments will then 
support budget requests with state- 
ments of unit costs of work done, with 
proper comparisons, and the reason for 
decreases or increases. 

These facts in connection with the 
production of services for the benefit of 
the public are as essential as they are 
in the manufacture of automobiles for 
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the mutual benefit of the public and 
stockholders. The only reason these 
facts have not been developed is be- 
cause the public has furnished prac- 
tically unlimited funds for which no 
detailed accounting has been neces- 
sary. 

The budget should be supplemented by 
an operation audit that will measure the 
effectiveness of expenditures as_thor- 
oughly as financial audits measure the 
legality of expenditures. Every year 
cities spend thousands of dollars seeing 
that expenditures are not made unless 
properly authorized, in examining the 
additions of vouchers, and in assuring 
the public that their servants have been 
honest in the strictest sense of the word. 
But scarcely a penny is spent for audit- 
ing operations, in checking the effec- 
tiveness of these honest expenditures, 
in indicating the amount of work pro- 
duced, and in assuring the public that 
their servants have been efficient as 
well as honest. 

Lastly, the budget should be supple- 
mented with operation reports. Facts 
cannot be gotten annually for the 
appropriation ordinance unless facts 
are currently available for administra- 
tive guidance. If the administrator 
knows daily the units of work and the 
unit costs of such work, he is in a posi- 
tion to check daily the operations of 
subordinates. He may have before 
him daily, monthly and yearly, con- 
solidated statements of such operations 
which will permit him to modify his 
methods and meet the exigencies of 
occasions. Such consolidated reports 
coming from every department and 
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covering every activity of the city, wil] 
furnish a clear statement of the prog. 
ress of departments from day to day, 
week to week, and month to month. 
Given to the press and to the public, 
these operating statements will furnish 
a control over expenditures at present 
unknown. 

Such operating reports also will fur. 
nish somewhat adequate tests of effec. 
tive government. Perhaps the next 
job for the applied political scientists is 
to set up certain definite standards 
which will enable us to take cities of 
comparative size and locations and 
evaluate the numerous activities of 
each, giving a proper ranking for each 
subject. Nothing will stimulate the 
public official more than to know that 
his work is not only being measured by 
the work he did last year, but by the 
work similar officials did in other com- 
munities. 

In summary, budget procedure is 
designed to control the fiscal operations 
of government in two ways: first, by 
requiring that its programs be under- 
taken after mature thought; and sec- 
ond, by requiring that these programs 
be carried out with economy and eff- 
ciency. To date, budget procedure 
has gone about half way in making 
these controls effective. Budget pro- 
cedure now works during the few 
months that the preparation of the 
budget is actually going on, then it 
stops, leaving the most important 
evaluations unsecured. It is a half- 
time budget procedure. The next step 
is the development of budget procedure 
on a full time basis. 
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Director of Accounts, Commonwealth of Pennsylvania 


HE introduction of the budget sys- 

tem among state governments in 
recent years has been a noteworthy 
improvement in state financial meth- 
ods, and it has resulted in increased 
efficiency and decreased expense in the 
conduct of state business. Yet the 
budget alone is not a cure for all the 
financial ills of the state. The budget 
is a careful and systematic study of the 
probable revenue of the state and the 
apportionment of that revenue among 
the various departments and institu- 
tions, so that each one of the state’s 
activities will receive its fair share of 
the available funds. 


PURPOSE OF FISCAL 


CONTROL 


The budget provides a method for 
planning an equitable distribution of 
the state’s revenue and for preventing 
appropriations in excess of that reve- 
nue, and it is prepared and submitted 
to the legislature as a guide in making 
appropriations. After the appropri- 
ations have been made, the budget has 
served its purpose and a system of fiscal 
control must be installed in order to 
make sure that the state actually lives 
within the appropriations. 

In any well-managed private corpo- 
ration, some system is used for report- 
ing to the officers and directors the 
financial condition and financial prog- 
ress of the company each month or 
each quarter. Such reports enable 
those interested to keep in close touch 
with the affairs of the company; to 
study the actual revenue and expense; 
the expenditures for new construction 
and equipment; the working capital of 
the concern; and the various other 
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Fiscal Control of State Expenditures | 
sity af 


factors that enter into the financial ae 
of the business operations. In addi- — 
tion, the financial condition and finan- _ 
cial progress for the current period are . 
compared with the corresponding fig- a 
ures for the previous period or previous 
year, so that it is possible to make an “ 
intelligent study of the trend of ae 
business and to compare the fluctu- 
ations of the different items of assets, A 
liabilities, revenues and expenses. 

The operations of a state differ from 
those of a corporation organized om 
profit, and yet many of the principles 
of accounting and finance, which have __ 7 
been applied to private corporations, a i 
can also be introduced in state account-_ 
ing methods. The chief executivesofa _ 
state need the same information con- 
cerning financial condition and finan- ae 
cial progress that are needed by the 
officers and directors of a corporation : ve 
and, due to the fact that the appropri-— wy 
ations of the several state departments 
are fixed for a year or two in advance, 
particular care must be taken to pre- 
vent any overexpenditure of those ap- 
propriations, just as the officers of a es 
corporation must see that operating 
costs are kept below the revenue of the 
company. 

In the old days, before the intro- rs a 
duction of the budget, deficiency ap- 


propriations were popular. A state 
department which used up its original 
appropriation before the end of the 
one- or two-year period simply asked 
for an additional amount from the next 
legislature in order to carry it through | 
the remaining months. This scheme 
amounted to self-appropriation by the _ 
different department heads and _ it 


largely forestalled any attempts made Wee i 
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by the legislature to keep the state be determined merely by a study of 
expenditures within the expected reve- comparative costs, however. There 
nue. should also be an investigation of the 
In the budget system there was in- quality of service rendered by the 
cluded a definite program of expendi- various state agencies, and this study 
ture for each state agency for the should be correlated with the statistics 
appropriation period—so much for the on comparative costs in order to get a 
various operating expenses such as_ test of the comparative competency of 
salaries and wages, materials and sup-_ the different officers and agencies. A 
plies, traveling, postage, etc., so much decrease in the costs of a certain item 
for the capital expenditures and fixed cannot be taken as an indication of true 
charges. But there was still a chance economy, if it is obtained by lowering 
that some department head might the standard of service to a point below 
through carelessness, oversight, or the normal requirements. 
deliberate intention, spend his entire 
appropriation long before that appro- II. METHODS OF FISCAL 
priation period had elapsed, and so CONTROL 
thwart the plans for a balanced budget. . In Pennsylvania nd 
And so various methods have been de- ‘ —_— 
. ‘ The budget estimates in Pennsyl- 
vised to establish a system of control ‘ : 
. - Vania are built on a uniform system of 
which would keep the actual expendi- : 
ney wr accounts composed of twenty-three 
tures within the appropriations for the. : 
items, and this same chart of accounts 


respective departments. 
In addition to the prevention of *° used in the ytem « f fiscal control. 
; After the appropriations have been 
overexpenditure there are two other ‘ 
> , made, each department is asked to 
important functions of the systems of : : ; 
submit estimates by months of its nec- 


AM : ; essary expenditures for each year of the 
1. To provide information covering }iennium, according to the 
comparative costs. ‘ classification of accounts, which is 
2. To afford a study of comparative jjows: 
competency. 


Comparative unit costs can be ob- A-l Salaries 
A-2 Wages, Fees, etc. 


tained for the various classes of state 
institutions according to uniform clas- B2 M ee 
sifications of objects of expenditures. 3° pood and Fo 

x rage 
A statement of costs for the current 4 Miscellaneous Supplies ; 
period according to objects can be used Postage 
to make valuable comparisons with C2 Telephones ay 
similar statements covering prior pe- C-3 Telegrams = al 
riods, and a study of this kind presents C-4 Express, Cartage,ete. = 
interesting information concerning the D Traveling Expenses nt dei 
fluctuations of the different items of E Printing Ws, 
expenditure. The costs in the current a eee A pe and Notices 
period of all institutions carrying on a ee 
H Contracted Repairs 
similar activities can also be compared, Office 
and this will throw some light on the Ke Motor Equipment ao 
relative competency of the officers in K-3 Miscellaneous Equipment 
charge of the several institutions. L-1 Land 


The question of competency cannot L-2 Buildings and Construction 
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Rents 
N Subsidies 
OtherItems 

For the fiscal year ending May $31, 
1924, the first year of the current 
biennium, the Governor requested the 
appointive departments to limit their 
expenditures to not more than 45 per 
cent of the appropriations for the 
biennium, leaving the balance to be 
expended in the second year if neces- 
sary. Copies of the departmental 
estimates by months for the first year 
were sent to the Department of State 
and Finance. At the end of each 
month each department is required to 
prepare a statement of expenditures 
according to the twenty-three accounts 
above listed, and a copy of each state- 
ment is sent to the Department of State 
and Finance by the tenth of the follow- 
ing month. In the latter department 
the actual expenditures are compared 
with the estimates and, if any consider- 
able overexpenditure is noted in any 
items, the department is asked to ex- 
plain the discrepancy and to take steps 
to prevent any recurrence in the future. 
In addition, a summarized statement is 
prepared for the information of the 
Governor each month showing the 
names of the departments which have 
spent more than their estimates, the 
percentages of overexpenditure and 
the reasons given by the departments 
for the excess of the expenditure 
over the estimates. These statements 
keep the chief executive of the state 
in close touch with the financial prog- 
ress of the government and enable 
him to check any tendency on the 
part of certain agencies to spend their 
money too freely and to incur a def- 
icit. 

The Department of State and Fi- 
nance has prepared sets of charts which 


. show, in graphic form, the actual ex- 


penditures by months of each depart- 
ment for the 1921-1923 biennium, the 


estimated expenditures by months for — 
the current fiscal year and the actual 
expenditures for the current year. One 
set of charts portrays the totalexpendi- _ 
tures of each department; another > 
represents salaries and wages; and the 
other two sets cover traveling expense 
and telephone and telegraph respec- 
tively. Each month the actual ex- 
penditures for the preceding month are 
entered on the charts, so that each 
chart presents an up-to-date compari- © 
son of the past biennium, the estimate 
of the present and the actual of the _ 
present. Two of these charts are _ 
shown as examples on pages 78 and 79. 

These charts are on display in the __ 
Governor’s reception room and in the | 
office of the Department of State and 
Finance, where they are open to the 
inspection of the public. Photo- 
graphic prints of the charts are sent 
each month to the several departments, 
so that each department head can tell — 
at a glance whether his department is 
keeping within the limits of the esti- 
mated expenditure. 

Materials and supplies and printed 
matter consumed by the different de- 
partments are obtained by them, for 
the most part, through the Department 
of Property and Supplies. The latter. 
department is given an appropriation 
sufficient to provide printing and sup- 
plies for all departments, and that ap- 
propriation is then allocated to the 
departments, each one being given an 
allotment for printing and binding, and 
another allotment for materials and 
supplies. The amounts of printed 
matter and supplies requisitioned by | 
the departments are then charged — 
against the respective allotments, and | 
the charges are watched to see that no 
department exceeds its allotment. A 
reserve is provided for both supplies 
and printing, so that in case of emer- 
gency an additional allotment can be 
given to any department if the original _ 
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allotment proves insufficient to meet 
the legitimate requirements. 

The Administrative Code of Pennsyl- 
vania provides that the appointive 
departments must submit to the Gov- 
ernor, as requested by him, estimates of 
the amounts of money required for the 
following month, quarter or whatever 
other period the Governor may pre- 
scribe. If these estimates do not meet 
with the approval of the Governor, 
they must be revised and resubmitted 
to him. In case any department 
should refuse to submit estimates or to 
revise its estimate, the Governor is 
empowered to notify the Auditor Gen- 
eral, who must then refuse to draw any 
warrants to the department until it has 
complied with the Governor’s wéshes. 
This provision of the Administrative 
Code gives the Governor power to con- 
trol the finances of the appointive de- 
partments. By his refusal to approve 
of the estimates of expenditure of any 
department, he can hold up any further 
payments to that department and so 
bring the department head to comply 
with his wishes. 

Under the Administrative Code, the 
duties of the Department of State and 
Finance have been enlarged to include 
the installation of uniform systems of 
accounting and reporting in the ap- 
pointive departments and also the 
preparation of a budget. The Secre- 
tary of the Commonwealth, who is the 
head of the Department of State and 
Finance, is appointed by the Governor 
and serves during his pleasure. There- 
fore, the Governor has in this depart- 
ment an organization directly under 
his control, which can aid him in super- 
vising the finances of the state and in 
supplying him with the information 
that he needs as financial controller. 


b. In Ohio 


The Department of Finance in Ohio 
is charged with the duty of establishing 
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and maintaining a system of fiscal con. 
trol for the state. In carrying out this 
responsibility, the department has 
prescribed the following forms of re. 


ports: 
(a) Annual Departmental  Estj- 
mates. 
(b) Departmental Quarterly Requi- 
sitions. 


(c) Departmental Records. 
(d) Departmental Monthly Reports, 
(e) Biennial Budget Estimates. 

The annual estimates are submitted 
by the department heads to the Di- 
rector of Finance on or before June 20 
of each year, and they cover the pro- 
posed disbursements for the fiscal year 
beginning July 1. These estimates 
serve the purpose of departmental 
budgets through which the operations 
of each department can be controlled, 
and they are prepared according to a 
uniform classification of accounts. 

The quarterly expenditure estimates 
or requisitions afford an opportunity 
for the revision of the annual estimates 
at least once each quarter. The Su- 
perintendent of the Budget compares 
the quarterly estimates with the annual 
estimates and notifies the Director of 
Finance of any revisions which will be 
necessary in the annual estimates. The 
annual estimates are filed with the De- 
partment of Finance before the be- 
ginning of each fiscal year, and they 
show the estimated expenditures of 
each quarter. The quarterly estimates 
show the amount spent in the last quar- 
ter and the estimates for the next quar- 
ter, and so they serve as a check on the 
accuracy of the annual estimates. 

The departmental records include 
lists of vouchers and series of files for 
Unfilled Orders, Orders Filled and Bills 
Holding, and Orders Filled and Bills 
Passed. 

The monthly reports show the bi- 
ennial allotment for each account, the 
bills paid to date, the total en- 
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cumbrances consisting of unpaid bills 
and contracts and orders outstanding, 
and the free available balance at the 
end of the month. 

The various officers of the state make 
use of the monthly reports of their re- 
spective offices in the following ways: 

1. The reports afford a comparison 
of bills passed to date with the annual 
allotments for each account and so they 
serve as a check on any tendency to- 
ward overexpenditure. 

2. The reports show the amount of 
bills which are payable, but holding at 
the close of each month, and also the 
character of any outstanding encum- 
brances such as orders and contracts 
not yet filled. 

8. The free available balances of the 
different appropriations are shown on 
the monthly reports, and these bal- 
ances can be used as a basis for plan- 
ning the future activiiies of the 
departments. 

4. A study of the monthly reports 
will indicate any necessity for revision 
in the annual estimates and, where such 
a change is indicated, the Director of 
Finance will have the proper informa- 
tion to submit to the controlling board, 
in order to transfer funds from one ac- 
count to another in the classification. 
The laws of Ohio provide that, if a 
department has a surplus of funds in 
one or more classifications and a deficit 
in others, request may be made to the 
controlling board for the necessary 
transfer of funds. 

5. A monthly summary is prepared 
from the reports of the several depart- 
ments and this summary is used to 
present to the attention of the Gov- 
ernor any disbursements which are in 
excess of the quarterly or the annual 
estimates, and also any disbursements 
which are of an abnormal or unusual 
character. The attention of the Gov- 


ernor is also called to any failure to 
effect a reconciliation between the cash 


re 


disbursements reported by the depart- 
ments and those shown on the books of __ 
the State Auditor. =a 


c. In Illinois 


The Department of Finance in 
nois exercises a strong centralized con- 
trol over the expenditures made by 
agencies responsible to the Governor. 
The department is authorized to pro-— 
vide a uniform system of accounting 
and reporting for the state and it has 
the power to approve or disapprove of 
all vouchers, bills and claims of the 
several departments. It also has the © : 
duty of preparing estimates of the ha 
revenues of the state and submitting a ‘a 
budget to the Governor. 

In supervising the expenditures of =—__ 
the departments, the Department of 
Finance uses two monthly reports a 7 
which are of particular interest. One __ 
is a “Subclassification of Vouchers _ 
Passed for Payment,” and on this form ; 
each department lists in numerical 
order the vouchers issued during the 
month reported. The amount ofeach _ 
voucher and the distribution are also 
shown, and a summary at the bottom 
of the sheet presents the total vouchers 
for the month charged to each account — 
of the uniform classification, the totals 
previously reported, and the totals to 
the end of the month. . 

The other monthly report covers _ 
appropriations, bills passed and en- | 
cumbrances, and it is similar to the 
form used by the Department of Fi- | 
nance of Ohio. The Illinois report, 
like that of Ohio, is used to arrive at | 
the free available balance of each ac- 
count for the remainder of the year, — 
after deducting all bills passed, bills 
holding and contracts and orders out- 
standing. 

The Departments of Finance in | 
Illinois and Ohio are endowed with the 
powers of approving or disapproving — 
the proposed expenditures of the state 
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departments before the expenditures 
are actually made. In Pennsylvania 
the Department of State and Finance 
has no such authority.’ Instead, the 
plan of fiscal control in Pennsylvania 
calls for control of policies rather than 
of individual items of expense. This 
form of control is not nearly so rigid as 
that of Illinois and Ohio, yet it secures 
the desired results without hampering 
the department heads by unnecessary 
restrictions. 


The State Board of Finance, consist- 
ing of three electors and the treasurer, 
comptroller and tax commissioner, has 
supervision over the disbursements of 
the state departments in Connecticut. 
An act of 1919 gives to the Board of 
Finance authority to examine the 
books and accounts of all departments 
and institutions and to conduct an in- 
vestigation in any case where it appears 
that the state funds are being spent 
extravagantly or for some unauthor- 
ized purpose, or where there is any 
evidence of inefficiency or possible ex- 
penditure in excess of the appropria- 
tions. 

During the continuance of such 
an investigation, the appropriations 
granted to that particular department 
or institution may be withheld or ad- 
ministered by the State Comptroller. 
This provision gives to the Board of 
Finance an opportunity to exercise 
effective control over any department 
which shows a tendency to spend its 
money too freely. 

Forms of quarterly report of expendi- 
tures are used for each department, on 
which are shown the names of the 
several appropriations, the amount of 
one eighth of each appropriation appli- 
cable to the current quarter, the actual 
expenditures for the quarter, the 
amounts of expenditures over or under 
the appropriations and the reasons for 


d. In Connecticut 


the variation, if the latter amount to 
10 per cent or more. 


e. In Utah 


The Department of Finance and 
Purchase in Utah has powers and du- 
ties somewhat similar to the Depart- 
ments of Finance in Ohio and Illinois, 
The Department of Finance and Pur. 
chase is authorized to prescribe a uni- 
form system of accounts and reports, to 
approve or disapprove all requisitions 
and proposed expenditures of the state 
departments, and in general to make 
such investigation of the financial ac- 
tivities of the various departments as 
may be deemed necessary. This de- 
partment also controls the purchasing 
of all departments and institutions, and 
has the power to refuse to purchase any 
supplies requisitioned by the depart- 
ments if it considers that such purchase 
is unnecessary. 

After the appropriations have been 
made, the Department of Finance and 
Purchase divides them into eight equal 
parts, and each department and insti- 
tution is advised that it must remain 
within one eighth of its appropriation 
for each quarterly period. At the end 
of each quarter a report is made and 
submitted to the Governor showing the 
percentage expended during the period. 
If the proper percentage has been ex- 
ceeded, explanations are requested and 
the department is ordered to economize 
in the future periods to equalize the 
overexpenditure in the past. 


f. In Other States 


The methods of fiscal control in the 
other states are, for the most part, less 
rigid than the strong centralized sys- 
tems of control in Illinois, Ohio and 
Utah. In some states dependence is 
placed, in part, upon laws which pro- 
vide penalties for any state officer who 
overdraws his appropriation. For ex- 
ample, the budget amendment to the 
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constitution of Maryland prohibits any 
state officer from contracting obliga- 
tions in excess of the amount of any 
budgeted item. In Arkansas a statute 
makes the disbursing officer’s bond 
responsible for any overexpenditures, 
and the laws of Wisconsin provide a 
penalty for any officer who overdraws, 
diverts or forestalls an appropriation. 

In some states the state comptroller 
or auditor is made responsible for see- 
ing that expenditures are made only 
for items properly covered in the ap- 
propriation acts, and that the balances 
are not overdrawn; and in still other 
states fiscal control] is exercised by the 
governor through the power to with- 
hold appropriations from departments 
and institutions which exceed their al- 
lowances. 


No ADEQUATE FiscaL CONTROL OF 
FepERAL EXPENDITURES 


An act of 1906 provides that no de- 
partment of the Federal Government 
shall expend in any one fiscal year any 
amount in excess of its appropriations, 
or involve the Government in any con- 
tract or other obligation which would 
result in an overexpenditure, unless the 
obligation is authorized by law. Fine 
and imprisonment are provided for any 
person violating the provisions of the 
act. This law also specifies that all 
appropriations for general purposes 
shall be apportioned by monthly or 
other allotments. 

In accordance with the provisions of 
the above act, the Bureau of the 
Budget prescribed a system of peri- 
odical reports to be made by each gov- 
ernment department or establishment. 
The form of report now in use is made 
up quarterly and it shows the title and 
amount of each appropriation, the 
apportionment of each appropriation 
among the four quarters of the fiscal 
year, the actual payments and obliga- 
tions applicable to each quarter and the 


difference between the apportionments 
and the actual expenditures and obli- 
gations. 


the expenditures of the government 
departments, for the reports are not 
submitted to the Bureau of the Budget — 


until the latter part of the quarter fol- _ 


lowing that covered by the report. 


Thus there is no effective fiscal con- — 
trol of federal expenditures, and no ~ 


adequate control can be established by 


This form of report does not 7 
provide a close and prompt check on — 


a system of quarterly reports on ac- aw 


count of the length of time that elapses 


between the dates of payments and the 
date of the report. 
is prepared and transmitted promptly 
at the end of the quarter, a period of 
three months has elapsed between the 


earliest payments and the date of the © 


report. When a system of monthly 
reports is used a prompt check on ex- 
penditures can be made. 


It should be added that when ap- | 
propriations are made for a period of © 


one year only, as is the case with the 
Federal Government, there is not such 


urgent necessity for rigid control asis __ 
the case with appropriations fora two- __ 


year period. Many of the states make 
appropriations for a period of two 


fiscal control, the expenditures of the | 
second year are apt to consume the bal- — 
ances of the appropriations before the 
end of the biennium. Such overex- | 
penditures are not so apt to occur dur- 


ing the shorter period of one year. 


Resvutts or Fiscat 


Prior to the introduction of budget 
systems, there was no effective check 
on the expenditures of state depart- 
ments and institutions. In many 
cases no attempt was made to plan the 
expenditures so that the appropriations 
would last until the end of the fiscal 
periods. Instead, the departments 
asked for deficiencies and so avoided 
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living within their income. With the 
introduction of the budget and the va- 
vlous methods of fiscal control which 
accompanied it, there came at last an 
* effective method of limiting the state’s 
expenditures and keeping them within 
the revenue during each fiscal period. 


The financial and accor  g sys- 
tems of state governr ave not 
reached a highly dev .age, and 


the next ten years v .oly witness 


states in the Union exercise a 
/ control over both state and local 
financial operations so comprehensive 
as that exercised, on paper at least, by 
Oklahoma. 

The control over state finances in- 
cludes budgetary control, which is 
placed in the hands of the Governor; 
purchasing and supervisory control, 
vested in the state board of affairs; 
accounting and auditing control, exer- 
cised by the State Examiner and In- 
spector and the State Auditor; and 
control over the issuance of bonds, 
which is a function of the Attorney- 
General. 
| The municipal subdivisions of the 
state, which include cities, counties, 
townships, school districts and inde- 
pendent school districts, are controlled 
in their budgets and their tax levies by 
the County Excise Board. The Exam- 
iner and Inspector and the Auditor ex- 
- ercise a certain degree of control over 
their accounts and audit their books; 
and their bond issues, in respect to 
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many changes and improvements, 
And yet the methods of fiscal contro] in 
use today have done much to eliminate 
the waste and extravagance of former 
years. The present systems of ac. 
counting and reporting afford the in. 
formation necessary for intelligent 
planning and for the continuous study 
of comparative costs, which will lead to 
further economy and efficiency in the 
conduct of state business. 


legality, are under the supervision of 
the Attorney-General. 

It is obvious that Oklahoma has es- 
tablished a large number of uncodrdi- 
nated and independent fiscal agents. 
In this study it will be our purpose to 
discuss the control exercised by each of 
these authorities, and to criticise the 
actual operation of such control. 


Tue State BupGetr 


In 1919 the state legislature enacted 
a so-called budget law' which was very 
closely patterned after the Virginia law 
of 1918. Evidently the legislature did 
not stop to consider whether or not the 
Virginia law would harmonize with the 
fiscal provisions of the Oklahoma con- 
stitution, or the constitutional provi- 
sions regarding state officers, for the 
law and the state constitution are in- 
compatible in several places. 

The essential features of this budget 
law are as follows: 

On the first day of November in even 


1S. L. Okla. 1919, Ch. 142. 
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numbered state depart- 
ment, bureau, division, officer, institu- 
tion, etc., asking or receiving financial 
aid from the state, must submit to the 
Governor an itemized estimate of the 
amount of money needed by it for each 
of the next two fiscal years. This pro- 
vision is due to the fact that regular 
sessions of the legislature are convened 
in the January of odd-numbered years. 
The estimates are made according to a 
classification prepared by the Governor, 
and are submitted on forms sent out by 
him. The State Auditor is required to 
submit the estimates for the legislative 
and judicial departments. The presid- 
ing officer of each house of the legisla- 
ture signs the legislative estimates, 
while in the preparation of those for the 
judicial department the Auditor follows 
the laws establishing salaries. As 
these latter estimates must be included 
in the budget without revision, the Gov- 
ernor is deprived of any control over 
legislative and judicial expenditures. 
All estimates must be accompanied by 
detailed explanations regarding in- 
creases or decreases. 

The next step is the preparation by 
the Governor of a “‘complete and item- 
ized plan of all proposed expenditures” 
for the two ensuing fiscal years, to- 
gether with an estimate of money avail- 
able from revenues or loans to meet 
such proposed expenditures. In pre- 
paring this plan the Governor is not 
entirely dependent upon the estimates 
furnished by the various state agencies, 
as he may require the Auditor to supply 
certain information. The law provides 
that the Governor or his budget officer 
or assistants shall make a careful survey 
of each state agency in order to obtain 
a proper working knowledge for pre- 
paring the financial plan. 

To enable the people to express their 
opinions on the budget, the Governor is 
directed to arrange for public hearings 
on “any or all estimates” during the 
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month of November, and to require the _ 
attendance at these hearings of the © 
heads of state agencies or their respon- 
sible representatives. 

Within five days after the beginning _ 
of each regular session of the legisla- 
ture, the Governor must submit to the 
presiding officer of each house printed 
copies of the budget, accompanied by _ 
prescribed financial information re- 
garding the state. He is required to ~ 
submit at the same time a tentative 
appropriation bill covering all appro- 
priations. 

The budget and the budget bill are — 
considered by a legislative joint com- 
mittee, composed of the appropriations 
committees of the Senate and of the 
House of Representatives. Sessions of 
this committee must commence five 
days after the submission of the budget 
to the legislature. The Governor, his 
representatives, the governor elect, and 
all other persons interested in the esti- 
mates, have a right to be present and be 
heard at these meetings. The com- 
mittee may require the attendance of 
state officials and the submission of 
information by them. 

The law provides that the legislature 
may not, except in case of emergency, 
consider other appropriation bills until 
the budget bill has been disposed of, 
and that all bills subsequently consid- 
ered shall be classified in accordance 
with the classification of the budget. 
The legislature may exercise its dis- 
cretion in increasing or decreasing 
items in the budget bill. 


Derects 


So much for the law. How has it 
worked in practice? Though but two 
budgets have been prepared under this 
law, certain features of its operation 
may be noted. In preparing the first 
budget the Governor adopted the 
Virginia classification of expenditures, 
which is faulty in several respects, par- 
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ticularly in that certain fund transac- 
tions are regarded as expenditures. In 
neither budget were the estimates 
sufficiently summarized to be intelligi- 
ble to the ordinary member of the legis- 
lature. Many members openly claim 
that the immense budget volume, with 
its elaborate “function, character, ob- 
ject,” classification, is worse than mean- 
ingless to them. So difficult, in fact, 
have they found it, that at the last 
session they had a small bulletin pub- 
lished for their own information, which 
merely listed all the state agencies and 
the sums asked by each. 

A serious fault of the estimates is 
that they represent merely pious wishes 
rather than rock bottom requirements. 
This is due to the fact that they are not 
fixed at an amount which the budget- 
ary authority and the state agency 
have worked out by a series of confer- 
ences, but are figures submitted by the 
agencies independently, and ordinarily 
“padded” to allow for possible down- 
ward revision by the Governor in the 
preparation of the budget, and for 
practically certain further reduction by 
the legislature. 

No survey of the state institutions 
such as the law contemplates has been 
made by the Governor or his budget 
officer, to date. This is due in part to 
the fact that the budget officer has not 
been an expert, and in part at least, 
during the preparation of the first 
budget, to the failure of the legislature 
to make sufficient appropriation for 
such service. 

The public hearings have in practice 
amounted to nothing. 

A study of the financial system of the 
state was prepared for the first budget, 
which gave certain information regard- 
ing the wealth and expenditure of the 
state, the taxation and revenue system, 
the funded debt, the appropriation and 
budget system, the state funds and the 
accounting and reporting system. The 


bulk of this information was also pub- 
lished in the second budget. Some 
difficulty was experienced during the 
preparation of the first budget in secur. 
ing adequate financial information 
from certain state officials, due to bitter 
feeling between them and the Governor, 

Instead of preparing an appropri- 
ation bill in regular form, the Governor 
has merely made a few recommenda- 
tions in connection with the estimates, 
usually suggesting a lump sum for each 
state agency. ‘To all intents and pur- 
poses he has simply gathered together 
and turned in the unreliable estimates 
of the heads of these agencies, for the 
joint committee to work over as they 
saw fit. He has in no sense attempted 
to make a real executive budget. This 
was no doubt due in part to the fact 
that the legislature was free to alter his 
estimates; but there were certain ad- 
ditional reasons. The first legislature 
to work under the new budget plan had 
a lower house of a different political 
party from that of the Governor, thus 
ensuring unfavorable action upon any 
bill which he might prepare. When 
the second budget was submitted, the 
Governor was going out of office and a 
new Governor was coming into office at 
the same time that the legislature met. 
This did not make the retiring Governor 
enthusiastic, to say the least, in formu- 
lating a real financial plan for the state, 
which would continue over two and 
one-half years of his successor’s four 
year term.” 

The action of the Governor and the 
legislature on each of the two budgets 
furnishes much food for thought to 
those who believe in an executive 
budget. 

As has been mentioned, the first 
legislature to operate under the new 


* The Governor takes office in January, while 
the fiscal year ends on June 30. The plans for 


close of the current fiscal year. 


4 
~ 
5 
4 : 
— 
3 
- 
- 
| le 
0 
a 
P 
la 
st 
a 
ol 
le 
r 


or 


Fiscau 


budget system had a Republican lower 
house, although the Senate and the 
Governor were both Democratic. The 
Governor did not even have the budget 
printed, but sent in some hand-copied 
sheets of estimates; and he did not 
propose an appropriation bill, but sim- 
ply sat with the joint legislative com- 
mittee during a few of its sessions. 
This committee worked upon the ap- 
propriation estimates for about thirty 
days, but found itself unable to reach 
any sort of agreement because of politi- 
cal differences. It therefore dissolved, 
and by mutual agreement the senate 
committee took over the consideration 
of the departmental estimates, while 
the house committee worked upon in- 
stitutional estimates. Each house 
passed the bill finally reported by its 
own committee, but neither would pass 
the bill from the other house. A con- 
ference committee was appointed, 
which reported inability to agree. Im- 
mediately upon receiving this report, 
the House of Representatives adjourned 
sine die. The Governor was forced to 
call a special session of the legislature 
about two months later, at which ses- 
sion appropriation bills were passed 
that bore no relation to the estimates 
originally presented. 

At the last regular session of the 
legislature a printed budget was sub- 
mitted, but the Governor, whose term 
of office was just expiring, sent in no 
appropriation bill. The legislature 
paid no attention to the estimates con- 
tained in the budget, which, incident- 
ally, amounted to a sum about twice as 
large as the probable income of the 
state; and dozens of bills calling for 
appropriations for special agencies or 
objects were introduced by various 
members. As the members of the 
legislature are chosen from districts 
almost all of which contain state insti- 
tutions, the maximum amount of log 


rolling is inevitable in all financial 
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transactions; and the rule held at this 
time. After the close of the session it __ 
was found that the legislature had 
actually appropriated some eight orten 
millions of dollars more than it had © 
provided for in revenue bills or antici- 
pated from all sources. In order to _ 
bring about some degree of correspond- 
ence between revenues and appropria- __ 
tions, the Governor disallowed items in 
an almost haphazard and perfectly — 
reckless fashion; eliminating, forexam- _ 
ple, practically the entire building | 
program which the legislature had 
planned for the relief of overcrowding —__ 
at state institutions, and vetoing the — 
whole sum appropriated for insurance __ 
on public buildings. 

One of the principal stumbling blocks 
in the way of a real executive budget, 
beside those already noted, consists in 
the independence of the twelve most _ 
important elective state administrative __ 
departments. Since they derive their _ 
authority from the constitution and — 
are elected by the people, the Governor 
can exercise little if any control over 
them, whether in securing the proper . 
information, in integrating and coordi- __ 
nating their accounting systems soasto 
conform with his classifications, or in — 
securing bona fide estimates from them. 

Another very glaring defect of the — 
present system is the fact that the out- 
going Governor is required to prepare _ 
the financial plan which will be in force _ 
during the first two and one-half years 
of his successor’s term. He is thus _ 
compelled to choose between doing © 
work which will not benefit him and 
which may actually hinder his succes- 
sor, or shirking his legal responsibility 
by preparing no plan at all. The only 
way to remedy such an anomalous 
situation is to change the constitution — 
so that a governor may take office six 
months before the legislature meets, in 
order that he may prepare the budget 
for his own administration, 
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Perhaps the most serious obstacle to 
a real budget procedure is found in the 
fact that the legislature can change the 
Governor’s plans in any way that it sees 
fit, and then the Governor can undo the 
legislature’s action by an almost un- 
controlled use of the veto. Such a plan 
makes for neither legislative nor execu- 
tive responsibility. Either the legisla- 
ture should be forbidden to add or 
increase items, or else there should be 
some method for a showdown between 
the legislature and the Governor, with 
an appeal to the electorate. 


Purcnasine AND SUPERVISORY 
CONTROL 


Because of the extent of its powers 
and the nature of its duties, the State 
Board of Affairs, which was established 
by statute in 1909, is one of the most 
important agencies in the state govern- 
ment. This board consists of three 


_ members, who are required by law to be 


“experienced in public affairs.” The 
Governor appoints them, with the ad- 


vice and consent of the Senate, for a 


term coterminous with his own. When 
public interest requires it, any member 


may be removed by the Governor. 


This board is given a large range of 
duties, including “the construction, 
repair, maintenance, insurance and op- 
eration of all buildings, used or occu- 


a pied by or on behalf of the state.” It 


has authority and control over state 
property and any property managed by 


_ the state, with minor exceptions. It 


contracts for and purchases all furnish- 
ings, furniture and supplies of “every 
kind or description for the use of the 
state or its officers, or the support of the 
several state institutions, including 
printing, stationery, fuel, tools, imple- 
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Board of Affairs is given control over 
the two state insane hospitals, the insti- 
tution for the feeble-minded, the state 
penitentiary and the reformatory, and 
the state tubercular hospital. It con. 
trols the fiscal affairs of the State 
Training School for White Boys, the 
State Industrial School for White Girls, 
the East Oklahoma State Home for 
White Children, the State Training 
School for Colored Boys, the State 
Training School for Colored Girls, and 
the Deaf, Blind, and Orphan’s Home 
for Colored Children. Several minor 
functions are also given to this board. 

While the evident intention of those 
who established the Board of Affairs 
was to create an agency which would 
secure the desirable objects attained by 
central purchasing, it is doubtful if this 
end has been accomplished. Such a 
board should supervise and control a 
purchasing agent; but in Oklahoma it 
actually does the purchasing, with no 
supervision, unless the Governor hap- 
pens to interest himself in its acts. 
Since there is no administrative au- 
thority whose primary duty it is to 
check up on purchases and contracts, 
vast powers that may be greatly abused 
are left in the hands of this board. An- 
other difficulty, undoubtedly, is the 
fact that membership on the board is 
given as a matter of course to politi- 
cians who have been instrumental in 
securing the nomination and election 
of the Governor. Repeated charges of 
graft have been made against the 
board, and during the year 1923 its 
conduct was one of the scandals of the 
Walton administration. Under such 
conditions the board is obviously not a 
scientific purchasing authority. Fi- 
nally, no distinction is made either by 


law or by the board between supplies 
and materials which by their very na- 
ture should be purchased centrally and 
those which should be purchased non- 
centrally. Thus at the present time 


ments, furniture, books, food, clothing 
3 ae and medical supplies.” The board 
thus acts as a central purchasing agent 

the state. 
; In addition to these duties, the 
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inaretory supplies, books for the li- 


braries of educational institutions, and 
similar goods, are purchased through 
this board, although the institutions 
could secure just as favorable if not 
more favorable prices, and could also 
save much time in obtaining the sup- 


Manifestly, the functions of this 
board are also too wide. A purchasing 
authority should not exercise control 
over penal and eleemosynary institu- 
tions. 

AccouNTING CONTROL 


Accounting and auditing control 
over state authorities is exercised by 
two officers, the State Examiner and 
Inspector, and the Auditor. 


The Examiner and Inspector 


The office of Examiner and Inspector 
is established by the constitution, and 
most of his duties are laid down in that 
document. According to the consti- 
tution, he must have had a minimum of 
three years’ experience as an expert 
accountant. At least twice in each 
year he examines the books of the state 
and county treasurers, their accounts 
and cash on hand; and also the books of 
all officers whose duty it is to collect, 
disburse, or manage funds of the state. 
When called upon by the Governor, it is 
his duty to examine the books and ac- 
counts of any officer of the state or his 
predecessors. Upon the request of the 
county commissioners of any county, or 
upon a request to the Governor signed 
by five per cent of the legal voters of 
any county, and by order of the Gover- 
nor, the Examiner and Inspector exam- 
ines the books and accounts of all or 
any custodians of county funds. He 
prescribes a uniform system of book- 
keeping for all treasurers of public 
funds. It is also made his duty to ex- 
amine and report upon the books and 
financial accounts of chari- 


table, penal and reformatory institu- 
tions of the state. 
enforces correct methods of keeping the © 
financial accounts of such institutions, _ 
and examines their books and accounts 
at least once a year. The law also — 
provides that he shall instruct state and 
county officers in the “proper mode of 
keeping the accounts.” 

Officers and institutions must afford 
him full facilities for investigations. 
He may exercise the power of issuing 
subpoenas and administering oaths in 
order to obtain information. His re- 
port is submitted to the Governor on 
the first day of November of each year; 
and these reports are the only official 
documents which present anything 
approximating a complete financial 
picture of the state. 


The Auditor 


Like the Examiner and Inspector, 
the Auditor is an elected constitutional 
officer. He possesses no large con- 
trolling and supervisory powers, but 
serves as a sort of chief accountant of 
the state. All accounts or claims 
against the state must be presented to 
him for examination and adjustment. 
If they are found to be legally due he 
issues warrants unon the Treasurer for 
payment. Before issuing any warrant 
he may require additional information, 
and for this purpose he may call wit- 
nesses before him and examine them 
under oath. He prescribes revenue 
forms and instructions for the county 
authorities whose duty it is to assess, 
collect and account for public reve- 
nues. 

The Auditor must make a semiannual 
report to the Governor, and is also re- 
quired to submit to the Governor before 
each regular session of the legislature a 
report which the Governor in turn 
transmits to the legislature. The law 
lays down in detail the contents of this 
report, which is not a series of signifi- 


He prescribes and 
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cant and comprehensive financial state- 
ments, but consists in “A statement of 
date, number and amount of each war- 
rant, the person in whose favor, and on 
what appropriation or fund each war- 
rant is drawn,” and other information 
quite useless to the legislature in formu- 
lating a financial program. The mate- 
rial supplied by the Auditor under the 
budget law is much more significant. 
The Auditor’s books, accounts and 
vouchers must be submitted to the in- 
spection of the legislature or the Gover- 
nor when they so request. 


CritTIcisM OF StaTE ACCOUNTING AND 
CONTROL 


The framers of the Oklahoma con- 
stitution evidently contemplated that 
the Examiner and Inspector should ex- 
ercise general controlling and super- 
visory jurisdiction over state finance, 
while the Auditor should be merely an 
auditing authority to examine into the 
correctness of accounts. Action by the 
legislature, however, has confused these 
two functions, by giving the Auditor 
powers of reporting to the legislature, 
requiring him to prescribe revenue 
forms, and requiring him to submit in- 
formation for budget purposes. Logic- 
ally, all these functions should be per- 
formed by the Examiner and Inspector. 


PART II. 


Tue County Excise Boarp 


The chief controlling authority over 
local finance in Oklahoma is the 
County Excise Board, which was es- 
tablished by law in 1910.* This is an 
ex officio board in each county com- 
posed of the following county officials: 
judge, treasurer, clerk, attorney, su- 
perintendent of public instruction, as- 


* The present law, amending the earlier one, 
was passed in 1917 (H. B. 418). 
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If the Examiner and Inspector is to 
become a real controlling and super. 
visory authority, certain fundamental] 
changes should be made. Instead of 
being an independent elected official, he 
should be an officer of the legislature, 
to assist that body in exercising an ade- 
quate control over all state financial 
operations. As an agent of the legis. 
lature, he should check up on both 
administrative organization and the 
operation of state departments. It 
should also be his duty to give advice 
and information to the legislature re- 
garding county organization, methods 
of doing work, and county expendi- 
tures; and he might well be given 
certain supervisory powers over the 
fiscal operations of municipal subdivi- 
sions. 

The work of the Auditor should be 
strictly limited to passing upon the 
correctness of accounts and claims. 
He should not perform any controlling 
functions. 


Controu Over State Bonp Issugs 


No bond or indebtedness of the state 
is valid unless certified by the State 
Auditor and the Attorney-General to 
the effect that it is issued pursuant to 
law and is within the ames: 


ER MUNICIPAL SUBDIVISIONS 


sessor, and one commissioner selected 
by the board of county commissioners. 
The control of the Excise Board ex- 
tends to all municipal subdivisions of 
the state, including counties, town- 
ships, school districts, independent 
school districts, cities and towns, ex- 
cept such of the so-called home rule or 
charter cities as have provided their 
own machinery for passing upon the 
budget and levying taxes. 

The principal duties of this board 
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and estimates of all municipal authori- 
ties, revising these, making appropri- 
ations for the “lawful and necessary 
expenditures” of the municipalities, 
and levying taxes to meet such appro- 
priations. ‘The procedure is as follows: 
The spending authorities of each 
municipal subdivision of the state meet 
on a fixed day of July in each year and 
prepare their financial statements. 
Each statement must show the fiscal 
condition of the municipal unit at the 
close of the preceding fiscal year, and 
must set forth the estimated needs and 
probable income from sources other 
than ad valorem taxes for the ensuing 
fiscal year. ‘The financial statement is 
supported by schedules whose content 
is laid down by law. When the state- 
ments are prepared, they are published 
in some newspaper of general circula- 
tion in the county or, if there is no such 
paper, they are posted in at least five 
public places; after which they are sent 
to the County Excise Board. This 
board meets at the county seat on the 
last Saturday of July to consider the 
statements, and may adjourn from day 
to day until it has completed its work. 
The Excise Board has authority to 
revise and correct the estimates made 
by the various authorities, by striking 
out, increasing or decreasing specific 
items, or by adding items. However, 
no increases or additions may be made 
until the proposed change has been 
published in a paper of general circu- 
lation in the county. When its revi- 
sion is completed the Excise Board 
approves the items, which must be 
classified according to a plan set forth 
in the statute. However, the Excise 
Board may itemize its appropriations 
in further detail, at its discretion; and 
may also “impose and prescribe such 
additional restrictions as to the ex- 
penditures of any item 
may deem meet and proper.” 
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>. in examining the financial plans 


tory items are the amounts required by 
law to be raised annually for sinking 
funds to pay interest, bonds and judg- 
ments; and estimates covered by levies 
within the legal limit, voted by school 
districts for school purposes. In case 
any municipality should fail to submit 
an estimate to the Excise Board, the 
board may prepare one, advertise it, 
approve it, and make a levy to cover it. 

The several items of the estimate as 
made and approved constitute appro- 
priations. Each clerk or issuing officer 
must open and keep an account for 
each item of appropriation. No war- 
rant or other certificate of indebtedness 
can be issued against any appropriation 
for a purpose other than that for which 
the appropriation was made. Pro- 
vision is made in the law for so-called 
supplemental appropriations, which 
are really transfers authorized by the 
Excise Board, “whenever the public 
welfare or the needs” of any local unit 
shall require, from funds having a sur- 
plus to funds needing an increase. If 
such transfers fail to meet the need, the 
Excise Board may cancel in whole or in 
part, after publication and hearing, any 
appropriation against which no claim is 
pending, and may apply the sums thus 
released to the account which it desires 
to supplement. 

After the board has computed the 
total of the several items of appropri- 
ation, it adds 10 per cent for possible 
delinquent taxes. From this amount 
it deducts any surplus revenue or levy 
on hand from the previous fiscal year 
or years, together with the probable 
income from all sources other than ad 
valorem taxes. The amount of such 
estimated income must not exceed the 
actual collections from the various 
sources for the previous fiscal year. 
The Excise Board now ascertains the 
total assessed valuation of property 
taxed on an ad valorem basis in the 
county and each municipal subdivision, 
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and divides the appropriation of each 
subdivision by its assessed valuation to 
: < determine its levy. The rates of levy 
7 for current expenses and sinking fund 
purposes must be made separately. 
The secretary of the Excise Board 
certifies the appropriations so made to 
the clerk or issuing officer of each mu- 
nicipality. 

In case any estimate calls for a levy 
in excess of that provided by law, if in 
the opinion of the Excise Board it is 
necessary, they enter the fact upon the 
record of their proceedings and call for 
a special election upon the question of 
increasing the levy. At least 50 per 
cent of the “qualified electors as shown 
by the last preceding election” must 
vote in order to make this special elec- 
tion valid. If the election is in favor 
of the levy, the Excise “soard certifies it 
to the county clerk wh extends the 
levy upon thetaxr . The completed 
roll is given to the county treasurer, 
who collects the taxes listed therein. 


Criticism of the County Excise Board 


For years there has been a steady 
stream of criticism against the County 
Excise Board. City officials and heads 
of school systems criticise the board’s 
control in that it limits them unduly in 
_ their activities. The very broad 
ao > powers bestowed upon it give it an 

_ opportunity to control municipal poli- 
ies and operations which is greatly 

_ resented. The board has the power, if 
it desires to use it, to dictate “policies 
and programs by determining salaries, 

kinds and quantities of supplies, by de- 

ciding buildings, building site, and 

- equipment, acquisition, or repairs, and 

_ by influencing appointment and period 

of service of personnel.’* Local of- 

ficials maintain that they are much 
better able to pass upon appropriations 


‘ Public Education in Oklahoma, U. S. Bur. of 
Ed., p. 88. 
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for such purposes than is the ex officio 
Excise Board. 

Private citizens claim that the board 
has neither decreased the expense nor 
increased the efficiency of local govern. 
ment. Criticism is often made that 
the excise boards devote themselves to 
playing politics, by making a great 
show of reducing taxes. If the mem- 
bers of the board are of the opposite 
political party from the municipal of- 
ficials, they may advertise themselves 
in this way, while injuring these of- 
ficials by altering their estimates so as 
to decrease the efficiency of their ad- 
ministration. On the other hand, the 
claim is heard that if the board and the 
city officials agree politically, the board 
merely makes the appropriations and 
levies as a ministerial duty, without 
any real revision. Members of the 
board are accused of log-rolling and 
trading favors for their respective 
offices and localities. It is a matter of 
public record that excise boards have 
not always been successful in seeing 
that mandatory amounts, such as sink- 
ing fund installments, are placed in the 
budget. 

Probably these criticisms are all 
justified. There are two principal 
reasons why control by the Excise 
Board has not proved effective. The 
first of these is the fact that the board is 
not constituted properly. It consists 
of ex officio elected officers, who, obvi- 
ously, can know little regarding the 
financial problems of cities, counties, 
and school districts. They have no ex- 
pert knowledge of accounting, law or 
administration; and their chief duties 
lie in very different fields from that 
which they are called upon to enter 
when serving on the Excise Board. 

The second reason why the County 
Excise Board is not operating efficiently 
lies in the inadequacy of its control. 
Since it has no staff to make investi- 
gations or to check up on the work of 
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the municipal subdivisions, it cannot 
work intelligently even when it may 
desire to do so. A bill is now pending 
in the legislature which would transfer 
the powers of this board to an elected 
board of freeholders. It should be 
manifest, however, that this is not an 
adequate solution of the problem, as it 
does not secure the expert knowledge 
necessary to the proper supervision of 
local finance. 


Controt Over MunicipaL Accounts 
AND Bonps 


The functions of the Examiner and 
Inspector and the Auditor in respect 
to municipal finance have already been 
described. 

Control over county and municipal 
bond issues is in the hands of the At- 
torney-General, who acts as state bond 
commissioner. He prepares forms, 
and prescribes in detail methods of 
procedure for the issuance of bonds by 
all municipal subdivisions of the state. 
He also passes upon the legality of all 
municipal securities, except special 
assessment bonds. Such a security, 
when certified by the Attorney-Gen- 
eral, is incontestable in any court of 
the state unless suit is brought within 
thirty days. 


Criticism of Fiscal Control Over Munici- 
pal Subdivisions 


No criticism of fiscal control over 
municipal units in Oklahoma should be 
attempted without a preliminary con- 
sideration of the problems involved. 
The state contains nearly six thousand 
local authorities with power to levy 


taxes and expend money. By and 
large, these authorities are all amateur 
in nature, having had no training in ac- 
counting, finance, or business manage- 
ment; yet they spend annually some 
$60,000,000, and borrow large sums of 
money. About 96 per cent of the di- 
rect taxes collected in the state are ex- 
pended for local purposes. It seems 
evident, therefore, that in the absence 
of adequate fiscal control, a great deal 
of money will be wasted, expended 
foolishly and even misappropriated, 
and that the functions of government 
will not be carried out efficiently. 

The first step in securing such con- 
trol is to substitute the county unit 
system of education for the present 
district system, thus doing away at 
once with more than five thousand 
small amateur authorities. 

The second step needed is the cen- 
tralization of controlling functions in a 
competent agency of the state. This 
should imply the establishment of a 
uniform accounting and reporting sys- 
tem, the adoption of a compulsory 
budget system, a careful audit by an 
authority not connected with any local 
unit, the creation of a central purchas- 
ing agency, and the setting up of a 
state-wide civil service commission 
which should establish salaries and 
grades and give examinations for all 
positions in local government to which 
civil service requirements should logic- 
ally be applied. 

This control could be established 
either by enlarging the powers of the 
Examiner and Inspector, and supplying 
him with an adequate staff, or by the 
creation of a local government board. 
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_ Administrative Control in the ren of 
Massachusetts 


University of Minnesota 


HE Commonwealth of Massachu- 

setts has been conspicuous for its 
experiments in problems of govern- 
ment. From 1780, when it accepted its 
constitution, to the more recent years 
of 1918-1923, when it formulated the 
present budget procedure, reorganized 
the administrative departments, and 
created the strongly fortified Commis- 
sion on Administration and Finance, 
there has been a continuous succession 
of political and administrative devices, 
some lasting and some temporary, yet 
each adding to the sum total of gov- 
ernmental progress. This state has 
not hesitated to study its own defects, 
to try the new when the old has out- 
worn usefulness and to add more serv- 
ices when these would seem to benefit 
public welfare. It is in this state, to 
take a few examples selected solely on 
the side of administration, that we find 
the first prison department, the first 
board of education, the first normal 
school, the first institution for the in- 
sane, the first board of health, the first 
bureau of statistics, and the first rail- 
way commission. As a happy conse- 
quence, other states will bear witness 
that many of the experiments have 
proved successful. 

With this tendency to dare and to 
achieve, Massachusetts provides an ex- 
ceptionally fertile field for the special 
object of this article. Any state which 
has reached its stage of development, 
necessitating highly specialized and 
socialized activities, may measure the 
degree of success or failure in serving 
modern society by the ability to main- 
tain intelligent administrative and 
financial control. It is not enough to 


legislate activities. There must also be 
a steadying force on duty day and 
night to avoid scattering of effort, to 
conserve energy and expense, and to 
keep the administrative machinery in 
gear true to the officially authorized 
purpose. It is upon these staff and 
control aspects of administration that 
Massachusetts with characteristic fore- 
sight has recently given attention. 
During the period of 1910 to 1992 
many experiments suggested an un- 
mistakable trend until finally the leg- 
islature in creating the Commission on 
Administration and Finance (1922) is 
now testing to the utmost a plan of 
concentrated executive control focused 
in a single staff agency. It has en- 
dowed this Commission with almost 
super powers. The decision was clear- 
cut. There was no compromise.' 
This Commission, fortified with 
power to require the attendance and 
testimony of witnesses, to insist upon 
the production of papers and docu- 
ments, to prescribe rules for hearings 
and to receive court enforcement, 
represents the highest development of 
centralized fiscal control. It stands for 
Massachusetts’ latest experiment in 
the field of administrative organiza- 
tion. It is practically the last word in 
delegating sweeping authority over the 
business management of the state’s de- 


1 One careful student of public administration, 
Dr. Luther H. Gulick, fortunately employed by 
the state as an advisor in formulating the present 
budget procedure and accepting the unusual op- 
portunity to record observations, has given us 
the steps and advances in fiscal management 
from earliest times to the year 1920 in his Eeolw- 
tion of the Budget in Massachusetts. The Mac 
millan Company, 1920. a 
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ents to an agency responsible 
only to the Governor and council for its 
actions and decisions. Nor is it a 
paper organization. In addition to the 
four commissioners there are fifty-nine 
employes performing the staff work. 
There was a total expense of $137,048.- 
16 for maintaining the Commission 
during the fiscal year ending Novem- 
ber 30, 1923. 

This experiment has introduced a 
new type of organization, with each of 
the commissioners individually respon- 
sible for definite phases of the Com- 
mission’s work, while all commissioners 
meet together in one body and act as a 
board. Here the element of individual 
responsibility and singleness of action 
for processes that are purely adminis- 
trative is combined with the element of 
group thought and conference for the 
process of rule making. And in all of 
its work the Commission is able to give 
individuality and vigor to its decisions 
and performances by having a chair- 
man in whom the entire work of the 
Commission may be personified. 

Taking the new Administrative Code 
as a base, using the new budget pro- 
cedure, and checking largely through 
the Commission on Administration 
and Finance, Massachusetts is now 
ready for its business and fiscal con- 
trol.2 How are these processes actually 
carried out? What are the outstanding 
powers? How are they codrdinated? 
It is to these questions that we shall 
direct ourselves. 


ContTROL PROCESSES 
Receipts and the General Fund 


“All money receipts on account of 
the Commonwealth from any source 
whatsoever shall be paid into the 
Treasury thereof.”* And the law 
*16th and 19th Amendments to the Constitu- 
tion; General Acts: ch. 244, 1918; ch. 20, 1919; 
ch. 52, 1919; ch. 350, 1919; ch. 545, 1922; ch. 300, 
1923; ch. 362, 1923. 

* Constitutional Amendment No. 16, Sec. 1. 


ADMINISTRATIVE CONTROL IN MASSACHUSETTS 


furthermore provides that all revenues 
collected by the several departments 
shall be turned into the treasury daily 
unless for sufficient reason the Treas- 
urer permits otherwise. To facilitate 
the orderly collection of these revenues 
and to make them a matter of record, 
the Comptroller, a member of the Com- 
mission on Administration and Finance, 
prescribes all forms for collection and 
recording within the departments and 
also keeps central accounts of these 
receipts in his own office. The Comp- 
troller performs these functions, not 
only for the purpose of control and 
check on the collection departments 
and the Treasurer, but also for the pur- 
pose of predicting revenue amounts 
for the income side of the budget and 
for preparing financial statements. 

The important consideration for con- 
trol purposes is that all moneys are 
cleared through one general fund 
guarded by the Treasurer and recorded 
in the central office of the Comptroller. 
Thus there is a check. There is no 
tolerance of the scores of separate un- 
controllable revenue funds found in 
many of our states. 

Fiscal Year 

The fiscal period begins December 1 
and ends November 30. It is timed 
and tuned to be of maximum infor- 
mational advantage to the legislature 
which convenes annually on the first 
Wednesday in January. The execu- 
tive and legislative branches in scru- 
tinizing proposed expenditures for the 
succeeding period thus have a fairly 
accurate measure of actual expendi- 
tures of departments at a period im- 
mediately prior to the submission of 
the budget. 

Preparation of the Budget 

The Budget Commissioner, who is a 
member of the Commission on Admin- 
istration and Finance, holds the key 
position in preparing the budget con- 
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tents. Estimates both for ordinary 
maintenance and for capital outlay 
must be submitted to him on or before 
October 15 annually: The blank forms 
on which these estimates are entered 
are prescribed by him, upon approval, 
however, of the Comptroller. This 
teamwork on the part of the’ Budget 
Commissioner and the Comptroller, 
both of whom are members of the 
same commission, assures that account- 
ing records for departments and insti- 
tutions shall be adaptable to budget 
purposes and vice versa. By Decem- 
ber 26 the Comptroller sends to the 
Budget Commissioner (and also to the 
clerk of the House of Representatives) 
statements covering anticipated rev- 
enues, cash balances, estimates of 
claims and debt expenditures; and he 
also submits comparative figures cov- 
ering appropriations for the preceding 
fiscal year and actual expenditures for 
the preceding three fiscal years. 

The Budget Commissioner, in the 
process of assembling budget esti- 
mates, fortifies himself with other in- 
formation which has been gathered by 
the Commission through independent 
investigations and departmental con- 
ferences, and subsequently advises the 
Governor regarding the cost of admin- 
istering the Commonwealth. His ad- 
vice is submitted to the Governor in a 
document, the budget report. There 
is no definite time specified for the 
submission of this report except that 
the constitution requires the Governor 
to submit his formal budget to the 
legislature within three weeks after 
assembling; 1.e., by the fourth Wednes- 
day in January. 

It should be observed again that the 
Budget Commissioner is alone responsi- 
_ ble in preparing the budget for the 
Governor. The Commission on Ad- 
ministration and Finance, as such, is 
not concerned. It so happens that the 
present Budget Commissioner is also 
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chairman of the Commission; but Mr. 
Homer Loring submits the budget 
recommendations to the Governor jp 
the capacity of Budget Commissioner 
and not as chairman of the Commission, 
This singleness of responsibility re. 
tains a directness which would be 


lacking under the plural-headed board, 


The Contents of the Budget 


The budget report of Governor Cox 
submitted to the legislature January 
17, 1924, contains first of all a four. 
page statement of recommendation 
couched in general terms accepting as 
his own the proposals submitted in the 
report of the Budget Commissioner. 
For detail the legislature is referred to 
the statements of Mr. Loring which 
are contained under the same cover. 
The Governor’s budget report, there- 
fore, is for all practical purposes the 
report and recommendations of the 
Budget Commissioner, whose views are 
taken to be the views of the Governor. 
This gives rise to a convenient arrange- 
ment whereby the Governor assumes 
full responsibility and attaches his 
name to statements but confesses al- 
most complete reliance upon the judg- 
ment of his Budget Commissioner. 
This acknowledgment strengthens the 
standing of the Budget Commissioner. 
It also makes him a buffer for many 
attacks. 

The Commissioner’s report for this 
year covers 161 pages with detailed 
recommendations presented in_ five 
summary financial statements. 


Statement I (two pages). Condition 


of State Debt. 
The debt information is listed in the 
following form: 


Purpose Latest Sinking Annual 
of Debt Maturity Amount Fund Interest 


Totals 


Less sinking funds 
Net direct debt 
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Two types of debt issues are each 
listed separately. The one includes 
twenty-two “direct debts,” 7.e., bond 
issues that are a direct obligation to 
the Commonwealth as a whole, ¢.v., 
armory bonds, state highway bonds, 
state house construction bonds, and so 
forth; while the other contains the 
sixteen “contingent” debts, 7.e., bond 
issues that are assumed by the Com- 
monwealth but contingent upon pay- 
ment from local areas, e.g., Cambridge 
Subway bonds, Charles River Basin 
bonds, Metropolitan Water bonds, and 
so forth. 

These statements set forth clearly 
and concisely the exact status of the 
state debt, giving the gross amount, 
the condition of the sinking funds, the 
annual interest charges, and the net 
debt. Even the citizen who does not 
understand the intricacies of public 
indebtedness may have a comprehen- 
sive idea of the state’s debt obligations 
and burden by a cursory glance at 
these tables. It is significant that, 
while many of the states have increased 
their debts during recent years, Massa- 
chusetts has reduced her obligations to 
the lowest amount since 1908. This 
simplicity of presentation, one of the 
essential elements in publicity, may 
have aided in the reduction. 


Statement II (four pages). General 
Summary of Financial Requirements 
for the Fiscal Year 1924. 

The information is listed in three 
separate tables. The first gives sum- 
mary recommendations for expendi- 
tures classified by organization unit, 
character, and source of revenue from 
which expenditures are to be paid. 


The form is headed as follows: 
Organi- Salaries Sources 
zation and Other Capital of 


Unit Wages Expenses Outlay Revenue 


Here are listed the proposed expendi- 
tures for each unit of government in- 
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cluding the legislature, judiciary, ex- 
ecutive, and the administrative de- 
partments. A total of $41,853,069.76 
for proposed expenditures tallies with 
the amount of anticipated receipts as 
estimated in one of the other tables. 
In preparing the information under the 
heading “Capital Outlay,” the Budget 
Commissioner is aided by forecasts for 
permanent improvements and outlay 
submitted by the department heads 
under three headings: (1) “necessary” 
when a part of a fixed and continuing 
program is unavoidably necessary; (2) 
“desirable” signifying advantageous 
but might be postponed; and (8) “con- 
tingent” suggesting dependency upon 
developments which cannot be prede- 
termined. In the column, “Sources of 
Revenue,” are listed the funds from 
which respective departmental ex- 
penditures are paid. Except for special 
assessments and one or two isolated 
fees devoted to special purposes, the 
payments are derived from “ordinary 
revenue” and “state tax,” in other 
words, the general fund. 

Supplementing this first form are two 
other tables in Statement II. The 
second presents the estimated receipts 
classified by collecting agency and mis- 
cellaneous, 7.e., interest, escheats, taxes, 
transfers, assessments; and the third 
presents in parallel columns, (1) the 
requests of the departments for expend- 
itures, and (2) the recommendations of 
the budget commissioner upon these 
requests. 


Statement III (133 pages). Detailed 
Statement of the Proposed Expenditures 
for the Fiscal Year 1924. 


This comprises the vital information 
of the report, setting forth for each 
organization unit and subunits the 
expenditures proposed. These expend- 
itures are listed to accord with a uni- 
form classification of accounts as pre- 
scribed by the Budget Commissioner 
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and the Comptroller. For this informa- 
tion the following form is used: 


Item Organi- Citation Expenses, 
No. zation Unit of Statute 1922 
am Amount Final Ap- 
Expenses, Requested, Recom- propriation, 
1923 1924 mended 1924 


In all there are 666 separate items in 
the 1924 budget proposals. These 
items, or “votes,” to use the English 
term, are entered by activity or func- 
tion and by object of expenditure. In 
other words, there is neither a distinct 
activity nor a distinct object classifica- 
tion. For each departmental organi- 
zation unit there are several item num- 
bers; but each institution or school is 
listed with only one item number under 
which are many subsidiary expenditure 
accounts by way of explanation. This 
evidently means that the legislature 
does not care to vote upon details of 
institutional expenditures with the 
same refinement used in voting upon 


_ the expenditures for administrative 


departments. 


Statement IV refers entirely to the 
proposed expenditures for the Metro- 
politan District. 

Statement V (one page) is the last in 
the report and merely gives summary 


_ information regarding the income tax 


receipts for 1924, indicating the 
amounts that will be distributed to the 
cities and towns and to the general 
school fund. 


Legislative Action on the Budget 
With this information presented by 


executive message and stamped with 


executive approval, the legislature is 
ready to prepare the general appro- 


- priation bill. It has before it, as re- 


quired by law, statements for opera- 
tion and maintenance; deficiencies or 
overdrafts in appropriations in former 
years; recommendations for new con- 


_ struction, additions, improvements and 
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other capital outlay; interest on state 
and public debt; sinking fund and 
serial bond requirements; and _ the 
recommendations of the Governor for 
financing the expenditures. 

It is upon this information that the 
legislature must act. After submission 
it is referred to the Ways and Means 
Committee, where public hearings are 
held, at which department heads may 
appeal from any recommendation of 
the Budget Commissioner. Prior to the 
final passage of the general appropria- 
tion bill, the legislature is prohibited 
by the constitution from enacting any 
special appropriation acts except upon 
recommendation of the Governor. 
Decision is therefore speedily precipi- 
tated upon the single comprehensive, 
all-inclusive plan submitted by the 
Governor upon whom will fall the task 
of carrying on the state’s activities. 

The legislature is not restricted in 
procedure while reviewing the esti- 
mates prior to the passage of the ap- 
propriation act, and in formulating 
conclusions may increase, decrease, add 
or omit items in the budget proposals. 
It is only checked by the veto power of 
the Governor, who may disapprove or 
reduce items or parts of items. The 
Governor, with his veto power, only 
resubmits to the legislature those items 
meeting his disapproval. All other 
parts of the bill become law upon his 
signature. 


The General Appropriation Act 


The general appropriation act, like 
the budget proposals, is arranged by 
organization unit. Each of the “lines” 
voted upon carries an item number 
referring to the corresponding line in 
the Governor’s budget proposals. Thus 
there are 666 major items proposed by 
the Governor, and 666 major items in 
the general act. The purpose of each 
itemized line is explained in broad 
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Subsequent to the passage of the 
general appropriation bill, special ap- 
propriation acts may be passed by the 
legislature upon its own initiative, but 
in these instances the constitution re- 
quires the legislature to provide the 
means for defraying the additional 
expense. This prevents the tapping of 
revenues already allotted to specific 
purposes by the general act. 

While appropriations are made to 
apply to the end of the fiscal period, 
ie., November 30, a period of approxi- 
mately nine months, they, as a matter 
of fact, continue until the next appro- 
priation act is passed, usually early in 
the following March, for the law states 
that appropriations may continue at 
the rate authorized until the general 
court provides otherwise. The appro- 
priation period and the fiscal year 
therefore do not coincide. 


ADMINISTRATIVE CONTROL 


The passage of the general appropria- 
tion acts is the signal for clamping on 
the processes of control so that there 
may at least be an approach to that 
ideal of all administration, which, as 
Bentham would say, links a maximum 
of service and aptitude with a minimum 
of expense. These control processes, as 
heretofore noted, are now centered in 
the Commission on Administration and 
Finance. No commission was ever 
more advantageously and independ- 
ently located. Its existence and suc- 
cess will depend entirely upon the 
ability to get results. 4 


Control and Audit 


Prior to the creation of the Commis- 
sion on Administration and Finance in 
December, 1922, the State Auditor, an 
elected constitutional officer, was the 
central figure in finance control. He 
had audit power, and, acting through 
the deputies, was one of the chief 
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advisers of the legislature. Under 
present arrangement, however, he plays 
only a minor réle. The law, to be sure, 
states that he “shall annually make a 
careful audit of the acts of all depart- 
ments, offices, commissions, institu- 
tions and activities of the common- 
wealth »” but for all prac- 
tical purposes he acts merely as a check 
upon the Comptroller. It is the latter 
officer who now keeps the watchful eye 
on expenditures and applies the brake 
when the departments rush ahead too 
fast. 

The Comptroller is a member of the 
Commission on Administration and 
Finance, appointed for four years, and 
assigned by the Governor and council to 
the specific task of accounting control. 
As comptroller, he is independent in 
his acts and in forming judgments; he, 
with his assistants, designs, prescribes, 
and installs all accounting records and 
books in the departments and pub- 
lishes a guide of accounting rules in 
order to assure uniform practice. (No 
forms or books may be used without 
his approval.) He keeps general con- 
trol books of account to determine the 
extent and character of subsidiary ac- 
counts in the departments and institu- 
tions; he furnishes, when required, all 
annual accounting statements relating 
to the financial status, funds, costs of 
operation, and is empowered to provide 
at intermediate monthly periods any 
information needed to effect economy 
in departments and to assure that 
appropriations will not be exceeded. 
(This latter is audit by way of fore- 
sight.) He not only watches the major 
appropriation items, but when there 
are subsidiary accounts, as in the in- 
stitutions and schools, he checks these 
as well as the all-inclusive item; he 
verifies all expenditure statements in- 
cluded in reports of departments; as 
already noted in the budget process, he 
prepares all statements of anticipated 
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income and past expenditure; he pre- 
scribes the budget estimate forms and 
the classification of accounts. 

In keeping rigid control upon ex- 
penditures the Comptroller examines 
and certifies all accounts, vouchers, 
payrolls and demands against the 
Commonwealth. All bills, vouchers 
and contracts are filed in his office. No 
payment from the state treasury, ex- 
cept for the payment of interest on 
principal of debts, and for one or two 
other provisions, can be made on war- 
rant from the Governor unless the ac- 
count has been verified and certified by 
him with vouchers properly approved 
and filed in his office. He also performs 
a number of miscellaneous control 
duties, including the measuring of all 
state printing; the determination of 
salaries for district attorneys, which are 
automatically adjusted in accordance 
with a classification based upon the 
number of cases tried in court; the 
keeping of reports on maintenance and 


operation of state-owned motor vehi- 


cles (there were 872 in 1923); the de- 
termination, as a member of a separate 
board, of the uniform style of headings 


a for letterheads to be used by all execu- 


_ tive and administrative officers and 
departments and institutions; the au- 


_ diting of traveling expenses; fixing 


- amounts of bonds for state officers 

ing the amounts uniform, if possi- 
ble; and the keeping of statements 
of receipts and of auditing all ac- 
- counts of Massachusetts Agricultural 
College. 

Here is the almost complete account- 
ing control centralized in a single execu- 
tive staff officer, who acts without inter- 
_ ference, yet shares offices with the Budg- 
et Commissioner and other associates 
who in turn are also guards of the treas- 
ury. With these officers he meets 
formally and informally and has ready 


access to all information necessary for 


the performance of his duties, 
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Purchase and Storing 


Again the Commission on Adminis. 
tration and Finance plays the major 
role, acting largely through one of its 
members who is officially designated as 
the state purchasing agent. The proc. 
ess of achieving the centralization was 
a gradual one, evolving from the old- 
time complete decentralization, coming 
up through intermediate steps with 
control partially centralized in three 
departments, and ending in the trans- 
fer to the new commission in 1922 of 
all purchasing powers except for legisla- 
tive and military supplies. 

The present task is no mean one, 
According to the last annual report of 
the Commission the state of Massa- 
chusetts 


feeds, clothes, provides lodging, and in- 
struction for approximately 29,000 people. 
It maintains 44 important institutions—15 
hospitals for the mentally ill, 4 for tuber- 
cular patients; 1 general infirmary; 1 hos- 
pital for crippled children; 4 prisons and 
reformatories; 1 state farm; 3 reform 
schools; besides 10 normal schools, 3 textile 
schools, the Nautical Training School and 
an agricultural college with a registration of 
about 800 students. The state 
operates 30 farms with 3,000 cows and 2,500 
hogs. It manufactures shoes, office furni- 
ture, metal ware, clothing, mattresses, un- 
derwear, brooms, brushes, automobile plates 
and numerous other items. 


This statement suggests why ap- 
proximately ten million dollars’ worth 
of materials are now purchased annu- 
ally through the state purchasing 
agent or with his ¢onsent. 

Under the present system the Com- 
mission acting as a board formulates, 
subject to the approval of the Governor 
and council, the rules, orders and regu- 
lations governing methods and specifi- 
cations, while the state purchasing 
agent, who must have had extended 
experience, has sole power of approving 
the actual purchases. The rule-making 
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power of the Commission is limited 
only to conform with existing laws 
relative to purchase of articles made by 
inmates of penal institutions and by the 
blind. The rules may be of general or 
limited application and are uniform in 
so far as practicable. They extend to 
advertisements for bids and competi- 
tion (advertisements may not be re- 
for purchases involving less 
than $500); the purchase of supplies 
without competition in cases of emer- 
gency requiring immediate action; 
contracts; time for submitting esti- 
mates; delivery; standardization of 
forms and estimates, orders and con- 
tracts; standardization of specifications, 
quality, grades and brands; local pur- 
chase; use and disposal of products of 
state institutions; salvage; transfer of 
supplies and property from one de- 
partment to another; storage; tests for 
commodities, supplies and samples; 
and the hearing of complaints. No 
rules or regulations, however, shall 
restrict the departments as to the 
quantity of supplies. This latter is 
controlled solely by the appropriation 
authorized. To stimulate co-operation, 
harmony and easy exchange of opinion 
among the departments, there has been 
set up an advisory standardization 
board composed of representatives from 
all major organization units with the 
state purchasing agent as chairman. 
Here, again, is almost complete pur- 
chasing control to assure economy of 
expenditure and standardization of 
product. The danger of rigidity and 
overcentralization of purchase which 
may lead to disastrous consequences is 
avoided by allowing local purchase 
when desirable. Administration is 
centralized in a single officer. Rule- 
making authority is given to the Com- 
mission acting as a board. That the 
legislature has full faith in this type of 
control is evidenced by a threat com- 
pelling all wee officers to 


_ADMINISTRATIVE CONTROL IN MASSACHUSETTS 


101 


conform to the Commission’s rules 
upon penalty of removal by the Gover- 
nor and council after a hearing in case 
of refusal or negligence. 

Anyone desiring to note the econo- 
mies effected and methods used should 
read the last report of the purchasing 
agent. It shows that the Commission 
makes use of a modern equipped testing 
laboratory operated in conjunction 
with the Food and Drug Laboratory of 
the Department of Public Health. 
Some 2,000 analyses of samples were 
tested during the last year. It suggests 
how the time factor in purchasing coal 
saved thousands of dollars this last 
year. Instructions are frequently is- 
sued. One of these, for instance, dealt 
with the storing of coal, stating that 
“the bituminous coal will heat and fire 
if stored properly. It always has; it 
always will.” To help the observance 
of this particular instruction the Com- 
mission assigned an experienced fire- 
man to visit the plants and suggest 
means for proper storing and firing. 
This resulted in the saving of $2,200 
for one month in one institution. It is 
estimated that $175,000 may be saved 
from this one source alone. By cutting 
down the three hundred different 
styles of letterheads to fifty, three 
million sheets of paper, previously cost- 
ing $175 per thousand sheets, were 
ordered at 50 cents per thousand. 
Large contracts for meat and supplies 
have eliminated the former scores of 
smaller accounts. These are only iso- 
lated examples. 

There is no reason why the state 
should not receive the lowest prices for 
materials. Nowadays, textbooks to 
the contrary, the states can and do pay 
promptly and should receive the best 
discounts for cash. The answer is one 


of organization and method. 


Personal Service Control 
There are approximately 9,600 full- 
time employes on the state — 
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Personal service for each organiza- 
tion unit is budgeted in a lump, except 
when there are specific salary rates 
authorized by statute. Thus in the 
Administrative Bureau of the Depart- 
ment of Education, to take a random 
sample from the appropriation act of 
1923, the salary of the Commissioner 
of Education is itemized separately at 
$9,000, while all other personal service 
is lumped into the one sum of $79,300. 
There is, however, rigid control of the 
number of positions in this particular 
bureau, the titles, the work require- 
ments, qualifications and individual 
salary rates to make certain that this 

79,300 is well spent. This is secured 
largely through the Director of Person- 
nel and Standardization, one of the 
members of the Commission on Ad- 
ministration and Finance, who is now 
responsible for carrying out the pro- 
visions of the salary standardization 
act of 1918, passed after a complete re- 
classification survey resulting in stand- 
ard specifications for each grade of 
service in the recognized vocations, 
trades, or professions required in the 
Commonwealth’s employ. 

This control of personal service takes 
form in the following manner: As a 
starting point each civil position in the 
state’s service is recorded in the Direc- 
tor’s office with information giving 
title, minimum qualifications for en- 
trance, duties, salary rate and service 
history of the present incumbent. 
Furthermore, the Director has on file 
the number of positions, titles and 
salary rates for each organization unit. 
A department head desiring to make a 
new appointment or promotion, either 
to fill a vacancy or to create a new 
position, must notify in writing the 
Director of Personnel and State, (1) the 
title of position in question, (2) the 
vocational group, (3) the standard 
grade, (4) the name of previous incum- 


bent if the vacancy is to be filled or if 
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the position is new the statement of the 
proposed duties, (5) statutory citation, 
if any, and (6) the proposed salary rate 
The Director, upon receipt of this infor. 
mation, then investigates the budget 
of the department in question to as. 
certain the needs of the department, 
If after consultation with the depart. 
ment head he decides that a need jg 
apparent, he will approve the request, 
on condition that the change is to be 
made in conformity with the specifica. 
tions for personal service. This as. 
sures a standard title and salary rate 
consistent with the duties to be per. 
formed. Also, upon approval he sub- 
mits a copy of his report to the Civil 
Service Commission if the position is 
in the competitive service, whereupon 
the Civil Service Commission certifies 
to the department head the names of 
competent employes for appointment. 
If the position in question is not sub- 
ject to the rules and regulations of the 
Civil Service Commission, the Director 
of Personnel then authorizes a change, 
but he still insists that the title, quali- 
fications and salary rate shall conform 
to the standard specifications. When 
the transaction is completed the Comp- 
troller is notified and thereafter this 
position may be officially listed on the 
department’s payroll. 

This description illustrates procedure 
when a change, which may occur at 
any time, is made in a single office. 
The Director also has wide powers in 
checking budget requests for personal 
service. While the budget is in process 
of preparation, he receives from the 
department heads itemized statements 
of present and proposed positions 
entered by title and salary rates. 
These are checked to the cards in his 
office to ascertain whether or not each 
position, title and salary has been pre- 
viously authorized. In this process he 
is aided by the Comptroller who also 
audits and certifies payrolls, = 
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The Civil Service Commission, it 
should be noted, is limited almost en- 
tirely to the task of recruiting, 7.¢., in 
finding the right man for the position 
orjob. The determination of the need 
for the job, its requirements and speci- 
fications is deemed to be a problem for 
the budget. 

Massachusetts has the most thorough 
system of personnel control of any 
state in the Union. There is a fixed 
plan and policy to establish orderly 
procedure; information is available for 
budgeting personal service; the legis- 
lature in appropriating for salaries has 
reasonable assurance that all incum- 
bents have qualifications for perform- 
ing respective duties; the procedure 

‘under civil service laws is expedited; 
the shifting of duties by department 
heads is prohibited except temporarily, 
in case of emergency, yet at the same 
time reasonable flexibility may be 
allowed. Most important of all, there 
is a reasonable assurance that all em- 
ployes performing substantially the 
same duties are paid on the same basis 
and are designated by the same titles 
regardless of the department in which 
they may be employed. 

In addition to these general control 
duties, the Director is also empowered 
to carry on, under direction of the 
Commission, departmental research 
tending to greater co-ordination and 
standardization of administration, and 
he may conduct examinations and in- 
vestigations and make recommenda- 
tions. The status of the Director, how- 
ever, is somewhat different from the 
other members of the Commission, for 
while in charge of the division of per- 
sonnel and standardization, an appeal 
from his decisions may be made to the 
Governor and council. It is also the 
Governor and council rather than the 
Commission on Administration and 
Finance which has final say regarding 
the classification and specification for 


personal service. But in conducting 
personnel investigations within the de- 
partmentsthe Director of Personal Serv- 
ice acts as the agent for the Com- 
mission. 


Control of Publications and Printing % 


The problem of printing has always — 
presented hard knots to unravel. 
What should the departments be al- 
lowed to print? Who shall edit the 
reports? Shall the department heads 
be permitted to include in their 
printed reports their own hobbies and 
special departmental achievements 
which may or may not be of widespread 
public interest or of major importance? 
But, on the other side, is it fair to have 
an independent agency such as the 
Commission on Administration and Fi- 
nance, a trifle removed from the work- 
ings and needs, prescribe the limits to 
the contents of departmental reports? 

Prior to the creation of the Commis- 
sion on Administration and Finance the 
supervisor of administration was re- 
quired to edit departmental reports to 
assure economy of space and expendi- 
ture. This experiment was so success- 
ful during a six-year trial that the leg- 
islature did not hesitate to transfer the 
powers to the new commission. It 
even added additional duties, so that 
now no state documents or publication 
or annual or special reports of depart- 
ments may be issued until the Director 
of Personal Service and Standardization 
has approved their size, and determined 
the number of pages, character of con- 
tents, including maps, plans, photo- 
gravures, wood cuts and other illustra- 
tions. Appeals from the decision of 
the Director may be made to the finance 
committee of the Governor’s council 
whose findings are final. There are 
a few publications including reports 
of the legislature, Attorney-General, 
Treasurer, Auditor and Secretary of 
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Savings from this audit may be illus- 
trated by the Commission’s statements 
that the cost of miscellaneous printing 
was reduced $201,475 in the year 1923 
from the cost in 1922; that the Auditor’s 
1921 report contained 796 pages, while 
the 1922 report was condensed to 389 
pages by placing limits on statistical 
tables; and that the report of the De- 
partment of Public Welfare, which con- 
tained 680 pages in 1921, was reduced 
to 146 pages in 1922. By studying 
problems.of the size of type, length of 
line, size of page, and so forth, econo- 
mies totaling thousands of dollars have 
resulted. For instance, a saving of 
$3,000 was effected by reducing the 
size of the page of the General Laws of 
1923 by three sixteenths of an inch. 
During the first few months of printing 
supervision, hardly a printing order was 
received which was not reduced in cost 
50 per cent by expert handling. 

The Director also determines the 
number of copies of each report to be 
printed, and no additional reports may 
be printed at state expense. In No- 
vember, 1923, there were 12,000 vol- 
umes of the reports of the constitutional 
convention originally costing $15,000, 
which were sold as scrap paper for $637. 
By basing judgment upon experience 
the Director is now in a position to 
prevent losses of this character. 

The problem of advertising state 
notices in newspapers may also be 
considered under the heading of print- 
ing. The letting of advertising con- 
tracts to newspapers has always been 
difficult to handle because when un- 
controlled it has allowed political 
leaders to have a whiphand over the 
subservient press. Under the present 
law the Commission on Finance and 
Administration has full power to 
regulate advertisements of bids for 
purchasing. All bills for public ad- 
vertising are verified by the Comp- 
troller. Also notices of public hearings 

before the legislature are —— 
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only in those newspapers receiving the 
designation of the chairman of the 
respective Senate or House committee 
and the clerk of the committee, subject 
to the approval of the committee op 
rules. Even these payments for ad. 
vertisements are certified by the 


Comptroller. 

Has the Commission on Administra. 
tion and Finance been criticized? 
Yes, and if it continues to exist it 
always will be criticized. Many de. 
partment heads do not like interference 
in the matters of personal service con- 
trol. Others have objected to the 
procedure in making purchases. The 
Commission was made the brunt of 
attack when the auto plates were late 
at the time of registration in January 
this year. There have been attacks in 
the legislature. There have been head- 
lines in the papers. Anyone visiting 
Beacon Hill may hear some talk 
throughout the State House corridors. 


SuMMARY 


The president and trustees of Massa- | 


chusetts Agricultural College have 
taken exceptions to the decision of the 
Director of Personnel who failed to 
approve the publication of certain 
reports. Members of the Massachu- 
setts Supreme Court did not like the 
recommendation of the Commission 
reporting against a new court building 
and advocating an expenditure of 
$15,000 to improve the present quar- 
ters in the Suffolk County Court 
House. 

The commissioners will not stand in 
well with overzealous department heads 
who are so engrossed in their own work 
that they lose the perspective of the 
whole. 
at times in their judgments. 
may lose perspective in the anxiety to 
curtail and economize. Criticisms, 
nevertheless, illustrate the difficulties 
and also the advantages of extreme 
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| ers merely in being at the center of 
attack on administrative problems 
perform their greatest service, for 
jssues involving administrative judg- 
ment can best be aired and clarified 
when genuine disagreements are cleared 
| through one focal point. 

Will the Commission survive the 
test of politics? Is there danger of 
autocratic and bureaucratic control? 
The answer again is dependent upon 
the htiman qualities of the members of 
the Commission. The legislature, how- 
ever, has contrived to assure a mini- 
mum of abuse and at the same time to 
allow for freedom of action, initiative 
and discretion so necessary to success. 
It has endowed the Commission with 
great powers,—so great that the best 
qualified public servants in the state 
should be attracted into the service. 
It has made the Commission promi- 
nent. The deeds and decisions are 
known and open knowledge brings 
protection to the public. The terms of 
office are fairly long—four years and 
overlapping—so that no governor, 
unless reélected, can control a com- 
mission through appointment. These 
are reasonable safeguards. And the 
legislature meeting every year is a 
threat against autocratic tendencies. 
The Commission’s work should be 
discussed far and wide. If this brings 


OR convenience, we may divide 

our consideration of fiscal control 

in the state government of Ohio into a 

discussion of the law, the practice and 
the results. 


I. Tue Law 


Organization 


Apart from the General Assembly 
and the Governor, who are elected 
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Fiscal Control in Ohio 


By R. E. Mizzs 
Director, The Ohio Institute 


it into politics it may be a healthy sign 
of public interest. At all events the 
Commission should never be shielded. 
On the contrary it should be open to 
the most minute legislative inspection. 
And this is a part of the plan. It 
cannot avoid this scrutiny. 

Has the system of control been a 
success? The accomplishments have 
been many. But it should be remem- 
bered that the present system has been 
operating in a most favorable setting. 
Massachusetts during the last eight 
years has had a Republican executive 
and a Republican legislature. This 
has secured a harmony of interest. 
Also in Massachusetts, as elsewhere, 
there has been an organized public 
demand for economy and expenditure. 
Rigid control under these circum- 
stances may even receive popular 
approval. Will the system of con- 
centrated control work equally well 
when there is a change in the political 
complexion? Will it survive the su- 
preme test when per chance a Demo- 
cratic governor may meet a Republican 
legislature? There can be no answers 
made at this time. All that we can 
do is to hope that it will survive and 
flourish, for some such system, perhaps 
differing in detail, must continue if our 
faith in popular government remains 


biennially and take office in January 
following their election, the principal 
officials concerned with the exercise of 
fiscal control in the state government 
are the Auditor of State; the Director 
of Finance with his two subordinates, 
the Superintendent of Budget and the 
Superintendent of Purchases and Print- 
ing; the Emergency ne and the 
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The Auditor of State is elected quad- 
rennially and holds his office for a term 
of four years commencing on the second 
Monday of January next after his elec- 
tion (Section 235, G. C.). He receives 
a salary of $6,500 a year. 

The Director of Finance, like the di- 
rectors of the other seven major depart- 
ments established by the Administrative 
Code, is appointed by the Governor by 
and with the advice and consent of the 
Senate, and holds his office during 
the pleasure of the Governor (Section 
154-4, G.C.). The Director receives a 
salary of $6,500 annually (Section 2,250, 
G. C.). 

The Superintendent of Budget and 

the Superintendent of Purchases and 
Printing are appointed by the Director 
of Finance and hold their offices during 
his pleasure (Sections 154-6 and 154-7, 
G. C.). Their salaries are $4,000 and 
$5,000 per year respectively (Section 
2,250, G. C.). 
PS With the approval of the Governor, 
the finance director may establish 
divisions within his department and 
distribute the work of the department 
among such divisions. Similarly the 
director may consolidate any of the 
offices in his department (Section 154- 
8, G. C.). 

The Emergency Board consists of 
the Governor or a designated officer or 
employe, if appointed by the Governor 
for such purpose, the chairmen of the 
finance committees of the Senate and 
House of Representatives, the Attorney- 
General, and the Auditor of State (Sec- 
tion 2,312, G. C.). 

The Controlling Board consists of 
the same officers as the Emergency 
Board (Biennial Appropriation Act). 


106 


Powers and Duties 

The Governor is required to submit 
to the General Assembly a state budget 
in{the form of an appropriation bill or 
bills and suitable supporting state- 
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ments (Section 154-34, G. C.), 
parently the Governor may exercise : 
own discretion as to the form in which 
the budget is prepared and submitted 
Likewise the legislature has full powe 
to pass the appropriation act in such 
form as it may see fit. 
is vested with constitutional power to 
disapprove any items in any bill mak. 
ing an appropriation of money; his 
veto, however, may be overridden bya 
three-fifths vote of the members ef both 
houses of the General Assembly (Ap. 
ticle II, Section 17). 
further provides that no money shall be 
drawn from the treasury except in 
pursuance of a specific appropriation 
made by law, and no appropriation 
may be made for a longer period than 
two years (Article II, Section 22). 
Under a statute long in existence, the 
Auditor of State is made the chief ac. 
counting officer of the state and is 
required to keep in his office full and 
accurate accounts of all money, bonds, 
stocks, securities and other property 
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The Govern, | 


The constitution | 


paid into or deposited into the state 
treasury, and of all money, bonds, 
stocks, securities and property paid out 
of or transferred from the state treas- 
ury; and to manage and direct all ne- 
gotiations and correspondence concern- 
ing them (Section 241, G. C.). The 
Auditor of State is also made the chief 
inspector and supervisor of public 
offices with power to inspect and super- 
vise accounts and reports of all state 
offices and institutions (Section 274, 
G. C.), and to prescribe and require the 
installation of a system of accounting 
and reporting for such offices and insti- 
tutions (Section 277, G. C.). Other 
duties of the Auditor of State are to 
make an annual financial report (Sec 
tion 253, G. C.), to collect claims in 
favor of the state (Section 268, G. C.), 
to institute action against certain de- 
linquent officers concerned with the 


collection of public revenue (Section 
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959, G. C.), and to audit the accounts 
and inventories of officials leaving 
office (Section 273-1, G. C.). 
Under the Administrative Code 
in 1921, the Director of Finance 
is charged with the administration of 
the Department of Finance, the prin- 
cipal powers and duties of which are 
i t and hence quoted in detail 
in the footnote.' 


1Section 154-28. The Department of Fi- 
nance shall have power to exercise control over 
the financial transactions of all departments, 
offices and institutions, excepting the judicial 
and legislative departments, as follows: 

(1) By prescribing and requiring the instal- 
lation of a uniform system of accounting and 
reporting, as to accruals of revenue and expend- 
itures necessary in certifying that funds are 
available and adequate to meet contracts and 

ns. 

(2) By prescribing and requiring uniform 
order and invoice forms and forms for financial 
reports and statements, and by requiring finan- 
cial reports and statements. 

(8) By requiring itemized statements of 
expenditures proposed for any specified future 
period to be submitted to the department, and 
by approving or disapproving all or any part 
of such proposed expenditures. 

(4) By requiring orders, invoices, claims, 
vouchers or payrolls to be submitted to the 
department, where such subniission is pre- 
scribed by law or where the Governor shall 
deem such submission necessary, and by ap- 
proving or disapproving such orders, invoices, 
claims, vouchers or payrolls. 

(5) By supervising and examining accounts, 
the expenditures and receipts of public money 
and the disposition and use of public property, 
in connection with the administration of the 
state budget. 

(6) By prescribing the manner of certifying 
that funds are available and adequate to meet 
contracts and obligations. 

(7) By prescribing uniform rules governing 
forms of specifications, advertisements for 
proposals, opening of bids, making of awards 
and contracts, governing purchases of supplies 
and performance of work. 

(8) By reporting to the Attorney-General for 
such action, civil or criminal, as the Attorney- 
General may deem necessary, all facts showing 
illegal expenditures of the public money or 
misappropriation of public property. 

(9) By prescribing rules and ions for 
carrying into effect any or all of the other 
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powers herein granted. No provision of law 
authorizing or requiring any department, 
officer or institution to keep accrual, encum- 
brance or cost accounts or to exercise fiscal 
management and control over or with respect 
to any institution, activity or function of the 
state, shall be so construed as to exclude such 
department, office or institution from the con- 
trol of the Department of Finance herein speci- 
fied, but the power of the Department of Fi- 
nance herein provided for shall apply and 
relate to such accounts and reports of all such 
departments, offices and institutions. 

Section 154-30. If any requirement of the 
Department of Finance respecting the submission 
of statements of proposed expenditures, or orders, 
invoices, claims, vouchers or payrolls is not com- 
plied with, or if any statement of proposed ex- 
penditure, or any order, invoice, claim, voucher 
or payroll is submitted to and disapproved in 
whole or in part by the Department of Finance, 
the department shall have authority to notify 
the Auditor of State thereof, and such Auditor 
shall not issue any warrants on the treasury in 
payment of such expenditure, claim or voucher. 

The Department of Finance may certify to the 
Auditor of State any order or statement of pro- 
posed expenditures approved by it, and direct the 
proper appropriation account or accounts to be 
charged therewith, or with the estimated amount 
thereof, in which event the sum so certified shall 
be a prior charge on such appropriation account 
or accounts, available only for the payment of 
invoices issued against such order, or expendi- 
tures within such statement, until the final in- 
voice therefor is filed with the Auditor of State, 
or until the Department of Finance shall certify 
that such order and the obligation recited therein 
have ceased to be an obligation against the state, 
or such proposed expenditures have been made 
or abandoned in whole or in part. 

Whenever any commodity or service included 
in any such order or statement so certified is de- 
livered or performed, or whenever any payment 
is due upon any contract or obligation covered 
thereby, an invoice shall be filed with the Auditor 
of State therefor. The total of all invoices issued 
against any such order shall not exceed the sum 
of such order or the estimated sum appearing on 
such order. 

Section 154-31. The Department of Finance 

(1) Prepare and report to the Governor, 
when requested, estimates of the income and 
revenues of the state, and devise new forms of 
revenue for the state; 

(2) Prepare and submit to the Governor 
biennially, not later than the first day of Janu- 
ary preceding the convening of the General 
Assembly, state budget estimates; 
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(8) Publish, from time to time, for the in- 
formation of the several departments and of the 
general public, bulletins of the work of the 
department; 

(4) Investigate duplication of work of the 

_ departments and the efficiency of the organi- 
zation and administration of departments, and 
formulate plans for the further co-ordination of 
departments. 

Section 154-85. Each department, office and 
institution of the state government, other than 
the legislative and judicial departments thereof, 
shall, before any appropriation to such depart- 
ment becomes available for expenditure, prepare 
and submit to the Department of Finance an 
estimate of the amount required for each specific 
purpose within the appropriation, or items of 
appropriation, as made by the General Assembly, 
and accounts shall be kept and reports rendered 
to the Department of Finance showing the ex- 
penditure for each such purpose. The Depart- 
ment of Finance shall exercise such control over 
items of appropriation accounts created by the 
General Assembly, with respect to changes and 
adjustments therein within the general scope of a 
specific appropriation, as may be committed to it 
by any act making appropriations, and shall in 
general exercise such control over the expendi- 
ture of appropriations, in addition to that specif- 
ically provided for in this chapter, as may be so 
committed to it. 

Section 2,288-2. It shall be unlawful for any 
officer, board or commission of the state to enter 
into any contract, agreement or obligation in- 
volving the expenditure of money, or pass any 
resolution or order for the expenditure of money, 
unless the Director of Finance shall first certify 
that there is a balance in the appropriation pur- 
suant to which such obligation is required to be 
paid, not otherwise obligated to pay precedent 
obligations. 

Through its division of purchases and 
printing, the Department of Finance 
administers centralized purchasing of 
supplies, materials, equipment, print- 
ing, and telephone and telegraph serv- 
ice, for all state departments, offices 
and institutions excepting the Military 
Department and institutions adminis- 
tered by boards of trustees (which are 
chiefly universities), and also excepting 
supplies, materials, and equipment for 
use by the Department of Highways 
and Public Works on so-called force 
account, i.e., direct performance of 
work without contract (Section 154- 
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37, G. C.). No state officer, board » 
commission may print at public ex. 
pense any report, bulletin or pamphlet 
without the approval of the Depart. 
ment of Finance, which may determine 
the form and number of copies (Section 
173-2, G. C.). 

The Director of Finance is made e 
officio the secretary of the State Tay 
Commission in contro] of “all clerical 
and other agencies for the execution of 
the powers and duties vested in the tax 
commission,” except such employes as 
may be designated by the Governor to 
be subject to the authority of the com- 
mission (Section 154-38, G. C.). 

The Emergency Board is authorized 
to make supplementary appropriations 
or to allow the expenditure of money 
not specifically provided by law (See- 
tion 2,313, G. C.). The total amount 
which may be so allowed by the Emer- 
gency Board is set forth in the Bien- 
nial Appropriation Act. 

The Controlling Board is authorized 
to permit transfers between appropri- 
ation items within the total amount 
appropriated for “personal service” 
and for “maintenance” (i.e. non- 
salary operation, repairs and replace- 
ments) in each department, etc. (Bi- 
ennial Appropriation Act, Section §). 

Each of the eight major departments 
established by the Administrative Code 
is empowered to employ, subject to the 
civil service laws in force at the time 
the employment is made, the necessary 
employes, and, if the rate of compensa- 
tion is not otherwise fixed by law, to 
fix their compensation (Section 154-19, 
G. C.). The Administrative Code it- 
self fixes the salaries of the directors of 
the eight departments and of a consid- 
erable number of the managing officers 
of the divisions within these depart- 
ments (Section 2,250, G. C.). Mis- 
cellaneous provisions of permanent law 
fix the salaries of many other officials 
in the state government. =~ 
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The Biennial Appropriation Act 
fixes salaries of state officials and em- 
ployes. in considerable detail, the chief 
exceptions being the employes of social 
welfare institutions and of educational 
institutions. The Appropriation Act 
regularly fixes for each department a 
total amount allowed for personal 
service which cannot be exceeded with- 
out additional allowance by the Emer- 
gency Board. The maximum amount 
at the disposal of the Emergency Board 


is itself fixed by appropriation. 
II. Tue Practice 
Changes of Personnel 


From July 1, 1921, when the Admin- 
istrative Code took effect, to February 
20, 1924, the date of writing this article, 
there have been three Directors of Fi- 
nance, four Superintendents of Budget, 
and three Superintendents of Purchases 
and Printing. 


Central Accounting Control 


A considerable degree of central ac- 
counting control seems to have been 
achieved. The Finance Department 
accounts are designed to reflect not 
only the cash condition, of appropri- 
ations, but also all outstanding orders 
and contracts. With most depart- 
ments, it is in a good position to enforce 
this control through its central purchas- 
ing division which executes no pur- 
chase orders without a certificate from 
the budget division that a sufficient 
unencumbered balance, legally appro- 
priated,is available. This machinery is 
calculated to give full force and effect 
to the limitation on expenditure im- 
posed by the appropriation, and re- 
duces the possibilities of overdraft to 
a minimum. 


Central Control over Expenditures 


It appears that the powers of the 
Finance Department to reduce the 
current expenditures of other depart- 


ments, even where authorized by ap- wie 
propriation, have not thus far been __ 


drastically applied. Evidence is not 
found that departmental appropri- 
ations duly made by legislative process 
have been reduced by executive order. 

The monthly or quarterly financial 
reports required from individual de- 


partments are used chiefly as a means 


of checking up the accuracy and 
promptness of entry in departmental 
accounts. In the regulations govern- 
ing the Department of Finance, how- 
ever, the monthly reports are referred 
to also as a basis for scrutiny of de- 
partmental expenditures in excess of 
the pro-rata proportion, or of an unu- 
sual character. To the extent that they 
are systematically used for this pur- 
pose, they furnish the means, in 
connection with the legal powers of the 
Finance Department, for preventing 
the creation of situations ostensibly 
demanding supplementary appropri- 
ations from the Emergency Board. 

It is interesting to note that the 
amount at the disposal of the Emer- 
gency Board, exclusive of a sum to be 
used for the National Guard in case of 
riot or catastrophe, is only $250,000 a 
year, as compared witha total appropri- 
ation for all state purposes of approxi- 
mately $36,000,000. 

A decision of the Ohio Supreme 
Court in 1923 denied the power of the 
Director of Finance to prevent the let- 
ting of contracts by other departments 
and added that: 

Itis . . . reasonable to conclude that 
the Governor is supreme over all the depart- 
ments, in so far as is provided by law, and 
that each of the departments has its own 
special function; the essential policies of 
each being separate and distinct and free 
from control of the others. 


The power to disapprove individual 
claims seems to have been employed 
mainly in such matters as regulating 
traveling expense accounts, etc. 
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Central Control over Personal Service 


Central control over quantity of 
personnel seems to be effectually exer- 
cised through existing procedure, 
perhaps in some cases even too effectu- 
ally. The appropriation segregation 
of salary items is carried to a degree 
which restricts departmental discretion 
within narrow limits. Through per- 
manent statutory provisions, detailed 
appropriation items, and powers of the 
finance department to reduce, the 
mechanics of control are entirely ade- 
quate to prevent pay-roll infiation, 
either in number of employes or in 
scale of compensation. On the whole, 
these mechanics have been actually 
operative. It is probable that a really 
scientific appraisal, were one possible, 
would reveal instances where both the 
number of employes and the scale of 
compensation have been kept too low 
to permit the full discharge of the re- 
sponsibilities imposed by law. pris| 


Central Control over Purchases 


The purchasing for most of the state 
departments is directly performed by a 
central division in the Department of 
Finance. Specifications, where used, 
are said to be formulated by the operat- 
ing department, subject to approval by 
the purchasing division. Inspection 
of deliveries is made chiefly by the 
storekeepers, either at the central 
warehouse maintained by the purchas- 
ing division, or at the department 
ordering. The amount of purchases is 
restricted only by the unencumbered 
appropriation available. In the case 
of printing, however, the Superintend- 
ent of Purchasing may and does exer- 
cise his discretionary powers to reduce 
the proposed expenditure, chiefly by 
reducing the quantity of the edition. 
A separate appropriation for printing 
is made to each department. 

Apparently no restriction other than 
that in the appropriation act is placed 


Tue Sinan, oF THE AMERICAN ACADEMY 


upon expenditures for telephone a 
telegraph service. “Communication 
service” is set up as a separate item jp 
the appropriation for each department, 


Ill. Tue Resvtts 


As the present system has been jin | 


effect less than three years, it is hardly 
possible to make any valid sweeping 
assertions as to its actual operation, 
Some observations, however, may be 
offered. 

The operation of any administrative 
system is vitally affected by the degree 
of continuity in service of its personnel, 
A frequent turnover renders progres- 
sive achievement difficult, if not prae- 
tically impossible. Under the present 
provisions of law in Ohio, the occa- 
sional reélection of a governor seems 
the only ground for expecting any 
longer term of service than two years 
for fiscal officers, while on the other 
hand changes may occur even within 
the two-year term. It seems doubtful 
whether the best results can be expected 
under such short tenures. 

With the possible rejoinder that the 
remedy lies in the adoption of a four- or 
six-year term for the Governor, to be 
reflected (presumably) in longer terms 
of officials appointed by him directly 
or indirectly, the writer is not in sym- 
pathy. In his opinion, the Governor is 
and should be a political official, and as 
such, his principal function should be to 
exercise leadership in the policy-form- 
ing functions of state government. 
The great bulk of these functions in- 
volve action in concert with the legis- 
lature. The probabilities of concerted 
action are diminished by any difference 
in term between the executive and 
legislative branches—very greatly so in 
states where the political parties are 
evenly matched. In the writer's 
judgment, the remedy should be sought 
in the direction of relieving the Gover- 
nor as far as possible of administrative 
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functions, and endeav oring to establish 
greater permanency in administrative 
nnel. 

A commendable advance has un- 
questionably been made in setting up 
a more effective accounting control. 
When appropriations are regarded 
merely as restrictions upon disburse- 
ments, serious abuses are likely to 
arise in the form of overdrafts, accumu- 
lation of floating indebtedness, etc. 
When the control is applied at the 
earlier stage of incurring the obliga- 
tions, it may be made really effective. 

It might be contended with consider- 
able reason that the powers of the 
Department of Finance, as written in 
the law, are extreme, in that they would 
enable the Director of Finance to ham- 
string any department at his pleasure. 
The experience thus far does not indi- 
cate how far these powers may prove 
excessive, as they have not been radi- 
cally applied. It is obviously difficult 
to ascertain how far the expectation of 
disapproval by the Finance Depart- 
ment may operate, whether for good 
or ill, to prevent the several depart- 
ments from presenting additional ex- 
penditure proposals. 

The decision of the Supreme Court 
already quoted may be expected to 
moderate somewhat any tendency to 
wield arbitrary power. 

It would appear that the framers of 
the Administrative Code did not find it 
possible to distinguish clearly the func- 
tions of the Department of Finance and 
the Auditor of State. Both now have 
powers of prescribing departmental 
accounts and of examining claims and 
vouchers, as well as duties of maintain- 
ing controlling accounts. A proper 
distinction would seem to suggest con- 
centration of auditing functions in one 
office and financial administrative 
functions in the other. As a matter of 
expense, however, the present duplica- 
tion of powers is not serious. 
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The short tenure now prevailing may 
well be ‘especially detrimental to the 
central purchasing division. Famil- — 
iarity with the varying needs of the 
numerous offices, institutions, and 
agencies of the state can be acquired 
only after a considerable period of _ 
tiine, and a central purchasing system 
cannot be expected to show its full — 
merits without stability and long | 
tenure in its management. As was to 
be expected, many complaints of the © 
new organization have been voiced by 
the Welfare Department since the 
power to purchase was transferred from 
it to the central purchasing division of 
the Department of Finance. Astothe | 
merits of the complaints, it is not feasi- __ 
ble to reach an independent judgment. — 
The purchasing agent of the Welfare 
Department, who was displaced by the 
reorganization, had occupied his posi- 
tion for a long time and was thoroughly ; 
conversant with the needs of the state __ 
institutions. The variety and volume | 
of purchases for the Welfare Depart- 
ment make its requirements especially — 
difficult for a central purchasing divi- 
sion to meet successfully. 

The control of printing expenditures 
apparently still awaits satisfactory 
solution. The nub of the difficulty is 
to discover any one central authority 
which can intelligently judge the real — 
value of the numerous publications of | 
state departments, while without such 
central restriction, publication expendi- 
tures threaten to become excessive. 
The present practice of setting up sepa- 
rate appropriations for printing for 
each department is good as far as it 
goes, but does not escape the difficulty _ 
of deciding how much should be al- 
lowed in the appropriation. 

Fiscal control is only one aspect, 
though necessarily a most important 
one, of executive control. It must 
therefore be judged in connection with 
the whole system of executive control 
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of which it is a part. The system 
imposed upon Ohio by the Adminis- 
trative Code of 1921 frankly endeavors 
to make the Governor virtually all- 
powerful so far as legal measures can 
— so. Whether this high degree of 


oh 


wool 


bare 


T is not the primary object of this 
my brief paper to discuss the budget 
from the point of view of justifying it as 
: an instrument of efficiency. Any dis- 
eussion, however, of budget super- 
vision should be premised upon some 
- mutual understanding as to the mean- 
ing of the term “budget” and of the 
term “supervision.” 
a The budget, as we comprehend it, 
_- presents as an estimate, in terms of 
- money, the medium necessary to realize 
the ideals for which the agency con- 
cerned is created. State supervision 
must accompany state money in order 
_ to guarantee that full value is received 
when the people spend their own 
e money. From this point of view the 
_ budget is, of course, far more than a 
oe mere subdivision of a sum of money 
usually estimated at a higher figure 
than can be expected; and supervision 
is far more than the problem of reduc- 
a ing the estimate so presented to ap- 
a _ proximately what was expected in the 
first place. It is more than a mere de- 
es vice for insuring equality of expendi- 
tures with income. 
Therefore, it is easy to see that the 
budget plan will really function for 
- service i in 1 its age aspects in so far as 
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fiscal agent fall into two 


centralization in its present form will 
“make good,” remains to be seep, 
The writer believes that it will prove 
to be a temporary stage of develop. 
ment, somewhat as the commission form 
of government was in municipalities, 


By Francis B. Haas 


Director, Administration Bureau, Department of Public Instruction, 
Commonwealth of Pennsylvania 
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the agency responsible for its super- 
vision is able (a) to appreciate the 
ideals of service lying back of the fig- 
ures on the budget sheet, and (b) to 
supply the vision and expert technical 
assistance necessary to evaluate the pos- 
sibilities presented by the estimated fig- 
ures in the light of the objectives sought. 

Thus as a first step, budget super- 
vision of educational institutions, to be 
in any sense adequate, needs as a 
foundation, an administrative organi- 
zation of the state government which 
will insure that the various spending 
agencies will clear, for fiscal purposes, 
through that central agency of the state 
gevernment that is best able to ap- 
preciate the ideals of public service 
which should be the motivating force of 
the institution. This philosophy, in 
large part at least, underlies the allo- 
cation of agencies as visioned by Gov- 
ernor Pinchot in the Administrative 
Code which became effective in Penn- 
sylvania June 15, 1923. The agencies 
clearing through the Department of 
Public Instruction are shown on page 
113. 

The institutions for which the De- 
partment of Public Instruction is the 


of the Budgets of State 
Educational Institutions 


‘State Supervision Must Accompany State Money” 
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Sussects 
a 
a a 3 
38333 > 3s: 3 
State Institutions State Aided Institutions 
ie 
State Normal Schools, four- | Pennsylvania Institution for the | State Council of Education 
teen (14) Deaf and Dumb 
° Pennsylvania State Oral Western Pennsylvania Institution | Professional Examining 
J School for the Deaf for Instruction of Deaf and Dumb | _ Boards, thirteen (13) 
Jo Home for Training in Speech | Pennsylvania Institution for the In- | Public School Employes’ 


of Deaf Children Before 
they are of School Age 
Pennsylvania Soldiers’ Or- 


> phan School 
: Thaddeus Stevens Indus- 
trial School hana: J 
pi 


struction of the Blind 

Western Pennsylvania School for the 
Blind 

Downingtown Industrial and Agri- 
cultural School 


National Farm School we » 

University of Pennsylvania a 

University of Pittsburgh hace 

Temple University 

State College 


Philadelphia School of Design for 
Women 

The Philadelphia Museum 

The Pennsylvania Museum and 
School of Industrial Arts 

Women’s Medical College 

Philadelphia Nautical School 


Retirement Board 
Pennsylvania State sit of 
Censors 
Pennsylvania Historical 
Commission 


owned institutions, 


fairly well defined groups: (a) state- 
(b) state-aided 


or for the 


detailed 
policy, yet such public service is ren- 


administrative 


institutions. 

In the case of the first group the state 
is responsible for the development of 
the policy and for the administration of 
the funds in the realization of this 
policy. In the case of the state-aided 
institutions, while the state is not di- 
rectly responsible, either for the aims 


dered and the standards are such that 
the state is justified in making appro- 
priations as an economy of public 
monies. 

With regard to both of these groups 
of institutions, there rests also with the 
state the obligation to see that a proper 
sense of proportion is maintained as 


4 | 
< 
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regards the variety of services being 
purchased. ‘This implies in the clear- 
ing department of the state govern- 
ment, such vision and such technical 
ability as will guarantee the mainte- 
nance of relative values in the super- 
vision of the state funds entrusted to its 
administration. It will be seen, there- 
fore, that real budget supervision be- 
gins by placing each agency in the 
proper department of the central state 
government. 

In Pennsylvania the introduction of 
the budget was made much more diffi- 
cult because coincidentally there had to 
be made an allocation of the numerous 
spending agencies to the central clear- 
ing departments. For example, while 
the normal schools were already cleared 
through the Department of Public 
Instruction, the state-aided deaf and 
blind institutions had been attached to 
the Welfare Department. 

As the next step, practical budget 
supervision must see that the various 
institutions are assigned to those agen- 
cies within the responsible departments 
that are best equipped and organized to 
supply the specific professional help 
and the administrative oversight 
needed. Thus the state normal 
schools clear through the Teacher Bu- 
reau, the Thaddeus Stevens Industrial 
School through the Vocational Bureau, 
and the institutions for the deaf and 
blind through the Bureau of Special 
Education. This means that the 
budget requests must be justified, first, 
as functioning to secure the aim for 
which the institution is created, and, 
second, be justified on the basis of 
relative importance among other in- 
stitutions. It is relatively easy to 
demonstrate that a given institution 
requires a new building or that, aecord- 
ing to all modern standards, a given 
building should be abandoned. It is 
more difficult, however, to evaluate in 
terms of services to be rendered the 


apparently justifiable necessities from, 
dozen or more similar institutions, and 
these again with other institutions 
functioning for a variety of differen: 
objectives. 

Bupeer Practice in Srarps 


Great variety of practice is found jn 
the various states as regards (a) the 
method of initiating the request for 
appropriation, (b) the agency respong- 
ble for revising and approving the r. 
quest, and (c) the extent to which 
control is exerted in supervision of ex. 
penditure. 

For the most part fiscal expediency 
and accounting accuracy seem to be 
stressed in budget supervision rather 
than necessity for maintaining service 
standards and developing progressive 
social ideals. The résumé in the Ap- 
pendix to this article is from informa- 
tion supplied by the educational 
departments of the various states. 


APPENDIX 


BUDGET PRACTICE IN OTHER STATES | 


Arkansas. The budget requests are er- 
amined by a special legislative committee and 
the appropriations are made direct to the in- 
stitutions. The expenditures are supervised 
by the State Auditor’s department which makes 
a direct audit of the expenditures. Deficiency 
appropriations are sometimes made by the 
legislature. 

California. The State University presents 
budget through board of regents to the Gov- 
ernor or to the administrative agency desig- 
nated by him to prepare the budget. The 
state teachers’ colleges, the schools for the deaf 
and the blind, and the California Polytechnic 
School are administered through the State 
Department of Education, of which the su 
perintendent of public instruction (elected), 
acting in the ex officio capacity of director of 
education, is the administrative officer. 
State Department of Education prepares and 
presents the budget for these institutions as do 
the Regents of the University. The Governor 
alone is given powers of review and recommen- 
dation. In practice, he utilizes the State 
Board of Control (appointed by Governor) to 
make such review. Appropriations are made 
directly to the institutions. Expenditures for 


i 


the State University are subject to practically 
nosupervision. Expenditures for the teachers’ 
colleges and special schools are supervised by 
the State Board of Control and the State Comp- 
troller (elected). The State Board of Con- 
trol exercises some pre-audit supervision in the 
authorizing of certain expenditures. Both the 
State Board of Control and the Comptroller 
audit claims for payment of expenditures. 
Deficiencies may be created in any appropria- 
tion with the consent of the State Board of 
Control and the Governor, by whom a recom- 
mendation is made to the subsequent legisla- 
ture for an appropriation to meet such 
deficiency. 

Connecticut. The various institutions pre- 
sent requests in October preceding the opening 
of the legislature in January, to the State 
Board of Finance. This body makes recom- 
mendations to the legislature and during the 
session of the legislature sits with the appropri- 
ations committee. The institution interested 
introduces its appropriation bill and argues its 
case at a public hearing before the appropria- 
tions committee. The state normal schools 
are included under the activities of the State 
Board of Education and this is the body that 
presents the claims for maintenance. The 
State Board of Finance reviews the estimates. 
Requisitions are drawn upon the Comptroller 
by the executive of the institution and the 
Comptroller in turn draws his order on theState 
Treasurer. The State Board of Finance exer- 
cises a general supervision over the expendi- 
tures, because requests for transfers from one 
item to another as voted by the legislature 
must receive the recommendation of the State 
Board of Finance before being acted upon by 
the State Board of Control. Further, the 
State Board of Finance has the power to ap- 
prove or disapprove the salaries that may be 
paid by the state to any of its divisions, except, 
of course, such salaries as are fixed by statute. 
Requests for deficiency appropriations are 
presented to the Board of Finance to be acted 
upon by the State Board of Control. 

Delaware. In Delaware the budget is 
presented to the Governor and the finance com- 
mittees of the House and Senate, and appro- 


. priations are made direct to the institutions. 


The State Auditor supervises the expenditures 
by auditing the accounts. Deficiencies are not 
allowed. 

Illinois. Budgets are presented to the State 
Finance Department, which in turn prepares 
the budget for presentation by the Governor to 
the General Assembly. The appropriation is 
made direct to the State University, but is 
made to the Department of Registration and 
Education for the five teachers’ colleges. The 
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trustees of the State University and the State 
Finance Department supervise the expendi- 
tures. 

Indiana. No appropriations are made. A 
state tax is levied and institutions take what 
revenue is received. The State Board of Ac- 
count supervises the expenditures by auditing 
the receipts and expenditures, no provision 
being made for deficiencies. 

Iowa. Requests for appropriations for 
public institutions are made direct to the legis- 
lature which acts direct on the requests. Ap- 
propriations are made to the State Board of 
Education for the use of the state colleges. 

Louisiana. All of the state supported 
higher educational institutions, with the ex- 
ception of the Louisiana State University, are 
under the control of the State Board of Edu- 
cation. The state board recommends to the 
legislature a budget of appropriations for each 
institution, which the legislature may or may 
not act favorably upon. 

Massachusetts. Public institutions file 
budgets with the Department of Education 
which are acted upon by the State Department 
of Education and the State Department of 
Administration Finance. The appropriations 
are made to the Department of Education and 
supervised by that department. Deficiencies 
are not allowed. 

Michigan. Public institutions present their 
needs to the Public Commission which first 
acts upon them, sending them to the State 
Administrative Board from which they go to 
the legislature. Practically all appropriations 
are made subject to the supervisory control of 
the Administrative Board. Expenditures are 
supervised, to some extent, by the Budget 
Commission and the Administrative Board. 
Supervision is complete so far as bills are con- 
cerned; otherwise, it is largely a case of seeing 
that the budgets are not exceeded. Deficien- 
cies are permitted only after having been 
passed on by the State Administrative Board. 

Minnesota. Budgets are presented to the 
respective governing bodies and acted upon by 
the Governor, appropriations being made direct 
to the institution and expenditures supervised 
by the State Auditor. All claims must be pro- 
vided for in the budget both as to nature and 
amount and there is no provision as to deficien- 
cies. 

Montana. The constitution absolutely for- 
bids any appropriation for charitable, indus- 
trial, educational or benevolent purposes to 
any person, corporation or community not 
under the absolute control of the state. The 
University of Montana comprises four insti- 
tutions. The administrative officers of each 
unit prepare an advance budget for the bi- 
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ennium, which is approved by the Chancellor. 
This is transmitted to the legislative assembly, 

. which makes its appropriations on this basis. 
Revised budgets are then made, in harmony 
with the appropriations, as before. Actual 
payments are made by warrants drawn by the 
State Auditor on the Treasurer of the State 
against the appropriations or other funds, on 
the basis of sworn claims approved by the local 
administrative officers and the State Board of 
Examiners at the Capitol. All institutional 
accounts are audited by a state accountant 
who is independent of the educational institu- 
tions. 

Nebraska. Each educational institution in 
the state presents an estimate to the State Fi- 
nance Department, which is under the control 
and direction of the Governor. The estimate is 
gone over carefully by the outgoing Governor, 
who gives his recommendations and is also 
taken up by the Finance Department under 
the direction of the new Governor, if there is a 
change in that office. In this form the esti- 
mated budget goes to the legislature. Appro- 
priations are made direct to institutions, but 
they must present an estimate each quarter to 
be approved by the Finance Department. The 
quarterly estimate must not incur more funds 
than one eighth of the biennial appropriation 
for the institution. Supervision is by the 
Governor's office through the Finance Depart- 
ment. Under the present law deficiencies are 
practically impossible. The law requires that 
a certain per cent of the funds be withheld for 
each quarter. This insures a reserve and in- 
stead of deficiencies the departments usually 
have a small baiance at the end of the bien- 
nium. 

Nevada. The budget is submitted to the 
legislature for the State University. It is gone 
over by the Governor and appropriations are 
made direct to the institutions under the su- 
pervision of the State Board of Regents of the 
University. There is a law against incurring 
deficiencies. 

New Mezico. Budgets are reviewed by the 
Governor’s Budget Auditor and transmitted to 
the legislature, appropriations being made di- 
rect to the institutions. The supervision 
covers the careful inspection of all bills and 
authorization of expenditures of large amounts. 
Expenditures are supervised by the State 
Board of Regents. Strong opposition is de- 
veloping in the legislature to deficiencies. 

New York. Cornell University and a few 
semi-public institutions apply directly to the 
legislature. All others entitled to state aid 
apply through the State Education Depart- 
ment. Estimates are gone over by the State 
Educational Department and the State Board 


of Estimate and Control and the legislature. 
Appropriations other than to Cornell and a fey 
institutions are made to the State Educationg) 
Department which supervises the expenditur 
by agents or inspectors. Under the law it js 
a misdemeanor to incur a liability for whic 
there is no appropriation. 

North Dakota. State institutions present 4 
detailed budget to the Budget Board consisting of 
two members of the legislature, the Governor, the 
State Auditor, and the Attorney-General. The 
Budget Board acts first and the appropriation 
committee checks up the budgets before present. 
ing to the legislature. Appropriations are made 
direct to the institutions. A board of adminis. 
tration confers with the presidents of the various 
institutions before the budget is presented to the 
Budget Board, but is responsible for the expendi- 
tures. Deficiencies are now forbidden by law. 

South Dakota. The different educational in- 
stitutions make out a budget biennially in ad- 
vance and submit this to the State Board of 
Regents. That body examines this budget and 
either approves, revises or rejects it. The State 
Board of Regents then forwards a budget for the 
different institutions to the State Budget Board, 
which meets biennially in advance of the meeting 
of the state legislature. This Budget Board is 
composed of the Governor, State Auditor, a mem- 
ber of the State Tax Commission, the chairmen 
of the appropriation committees in the Senate 
and House at the past session of the legislature, 
and one member of the Senate and one member 
of the House from the previous session of the 
legislature, appointed by the Governor. These 
requests from the state educational institutions, 
as submitted by the State Board of Regents, are 
then carefully considered by this State Budget 
Board, and their judgment regarding the needed 

appropriations is made in a report to the legisla- 
ture. The matter then is turned over to the 
committees on appropriations in the Senate and 
House of Representatives of the new legislative 
session, and that joint committee embodies their 
judgment as to appropriations in the general 
appropriation bill. The last session of the leg- 
islature made it a misdemeanor for any head of an 
educational institution, state board, or state 
officer, to create deficiencies in excess of the 
amount appropriated for his institution or office. 

Ohio. Institutions make application to the 
legislature for money needed. Requests are 
passed upon by the Budget Commission and 
finance committees of the House of Representa- 
tives and Senate. Appropriations are made di- 
rect to the institutions and supervised by the 
State Auditor. If a deficiency appears to be de- 
veloping, application may be made to the Emer- 
gency Board consisting of the Director of Finance, 
Attorney-General, State Auditor and the chair- 
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man of the House and Senate Finance Com- 
mittee, who may supply additional money. 
Oregon. Budgets are presented to the Budget 
Commission and after approval submitted to the 
legislature. Appropriations are made direct to 
the institutions. Expenditures are supervised 
by the Secretary of the State. The Governor may 
approve deficiencies not to exceed $200,000.00. 
Rhode Island. No state aid is paid to pri- 
yate institutions as such. Appropriations are 
made for scholarships at Rhode Island School 
of Design, Brown University and Rhode Island 
College of Pharmacy. In each instance the 
amount of the annual appropriation is estab- 
lished by statute, and there is no occasion for 
the annual presentation of needs. From time 
to time the State Board of Education or the 
Commissioner of Education asks for an increase 
in the amount to be made available for scholar- 
ships. Hence the presentation is of a public 
need, and is made by a public school officer. 
As to other institutions: (a) Rhode Island 
College of Education (normal) is controlled 
and managed by a corporate board of trustees 
which includes the State Board and the Com- 
missioner; the Commissioner, as agent for the 
trustees, presents estimates; (b) Rhode Island 
State College is controlled by a corporate 
board of managers; the Commissioner is presi- 
dent of the board; the president of the college 
represents the board of managers, and receives 
the co-operation of members of the board; (c) 
Rhode Island Institute for the Deaf is con- 
trolled by a board of trustees; the trustees 
present the needs of the institute. Under 
Rhode Island statutes every department, 
board and commission is required to present 
annually before January 15 an estimate of its 
needs to the Governor and to the State Auditor. 
Similar estimates are presented to the Finance 
Committees in the General Assembly. Ap- 
propriations are based upon expenditures in 
past years and estimates. Budgets are gone 
over by the Governor, the Auditor, and the Fi- 
nance Committee in the Assembly. Appro- 
priations are paid on orders drawn by the State 
Auditor accompanied by the proper vouchers. 
There is no state supervision aside from general 
management. While bills are not paid beyond 
the appropriations, the department may ask 
for a deficiency appropriation to pay claims. 
South Carolina. The budget is presented 
through the Budget Commission and acted 
upon also by the Ways and Means Committee 
of the legislature and the Finance Committee 
of the Senate. Appropriations are made di- 
rect to the institutions. Deficiencies are not 
permitted. 
Tennessee. Budgets are presented direct to 
the state legislature. They are reviewed by 


a2 ‘ 


the State Board of Education, together with 7 


the Commissioner of Education, and appropri- 
ations are made direct to the institutions. The 
board authorizes expenditures and checks all 
vouchers paid. Expenditures cannot exceed 
the amount of the appropriation. 

Texas. The budget is gone over by the 
State Board of Control and the Finance Com- 
mittees of the House and Senate. Appropri- 


ations are made direct to the institutions ex- 
cept for institutions for deaf, feeble, blind and | 


orphans, which are expended under the Board 
of Control. Expenditures are supervised by 
the governing bodies of the institutions and de- 
ficiencies are not allowed unless approved by 
the Governor. 

Utah. The educational institutions of the 
state of Utah present requests for appropria- 
tions to the Department of Finance and Pur- 
chase to be incorporated in the budget. The 


Department of Finance and Purchase, the Gov- | 


ernor, a committee representing the legislature 
consisting of members of the House and Sen- 
ate, and finally the legislature itself passes on 
the budget appropriations. The appropria- 
tions are made direct to the institutions. The 
Department of Finance and Purchase super- 
vises the expenditures. The Department of 
Finance and Purchase does all the purchasing 
for the various educational institutions and 
passes on all claims after same have been ap- 
proved by the respective educational boards. 
If it is found that an institution has not suffi- 
cient funds to carry it through its biennial 
period, a request must be made for a deficit to 
the State Board of Examiners before any defi- 
cit is created. 


Vermont. The budget is reviewed by the 


State Board of Education and partly by state 
officials who check up conditions for specific ap- 
propriations made direct to the institutions for 
special appropriations. Appropriations for gen- 


eral support are supervised by the State Board of 
Education and by state officials on special appro- _ 


priations. Deficiencies may not be legally in- 
curred. A contingent fund is available, however, 
for emergencies. 

Virginia. Public institutions present needs to 
the Budget Commission, and then when neces- 
sary to the Appropriation Committee of the Gen- 
eral Assembly. The Finance and Appropriating 
Committees of the Assembly act on the requests. 
Appropriations are made direct to the institu- 
tions supervised by a Board of Control appointed 
by the Governor and the Auditor of the Budget 
Commission. There is a monthly examination 
of accounts. 

West Virginia. The budget agreed upon by 
the Board of Education and the State Board of 
Control goes to the financial committees of the 
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legislature. Appropriations are made direct to 
the institutions supervised by the State Board of 
Control. The State Board of Education elects 
teachers, sets salaries, and determines policies. 
The Board of Control handles all of the finances 
and supervises all expenditures. A small ap- 
propriation is made to take care of unusual situa- 
tions. Large deficiencies have been appropriated 
for in the past, but this is contrary to the budget 
laws. 

Wisconsin. The Department of Public In- 
struction presents financial needs to the State 
Board of Public Affairs. These are reviewed by 
the Board of Public Affairs and a joint financial 
committee of the legislature. Appropriations 
are made direct to the institutions and super- 
vised by the State Board of Public Affairs and 
Government. The Governor may disapprove 
building expense and the Board of Public Affairs 
audits all bills. There is a State Emergency 
Board which acts on all requests outside of ap- 
propriations. 

Wyoming. Institutions present financial 
needs in the form of a budget to the Governor, 
which is printed before the legislature meets and 
includes the Governor's recommendations. The 
budget is forwarded to the legislature after ap- 
proval by the Budget Committee and the Gov- 
ernor. Appropriations are made direct to the 
institutions and expenditures are supervised by 
the Board of Trustees of the University and the 


_ State Auditor. The law does not contemplate 


deficiencies. The University is the only institu- 


_ tion of higher learning and is supported by a 


direct tax of one-half mill. Appropriations are 
asked only for buildings, extension work, and 
other purposes outside of regular maintenance. 


Practice PENNSYLVANIA 


The Administrative Code went into 
effect in Pennsylvania June 15, 1923, 
and while the Governor passed upon the 
request for the current biennium in 


budget form, the present period is one 
_ of transition for a number of reasons, 


the most important of which are: (1) 
the need for codrdinating administra- 
tively various agencies as contemplated 
in the Administrative Code; (2) the 
very great necessity for economy in 
state expenditures in general, due pri- 
marily to the past inequality of income 
and expenditure; (3) the lack of expe- 
rience of most of the officials charged 
with the operation of budget ma- 
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chinery; (4) the lack of uniform ae- 
counting systems throughout the 
various agencies; (5) the absence of 
standardization in such lines as pur. 
chases, classification of positions, and 
salary schedules; (6) the insufficiency of 
detailed cost data for the various agen- 
cies, and (7) inadequate service records, 
ete. 

Previous to the passage of the Ad- 
ministrative Code the practice in 
Pennsylvania, for the most part, con- 
sisted of the presentation to the appro- 
priation committee of requests by the 
various agencies with more or less de- 
tail regarding the purpose for which the 
appropriation was desired. When ap- 
proved by the legislature, appropria- 
tions were subject to such cutting by 
the Governor as in his judgment ap- 
peared necessary to keep expenditures 
within the income. This system tends 
to invite an excess of expenditure over 
income. 

The Administrative Code, Article 
VI, provides a budget scheme for 
Pennsylvania. 

Most of the factors referred to above 
as operating to make the introduction 
of budget supervision extremely diffi- 
cult in Pennsylvania apply to the edu- 
cational institutions with the possible 
exception of the normal schools, which 
for the last four years have been work- 
ing upon and developing a uniform 
accounting system. While monthly 
financial reports have been submitted 
from them in accordance with this ac- 
counting system, little use has been 
made of them administratively in the 
department for other than accounting 
purposes. 

In developing the policy set up by 
the Administrative Code for budget 
supervision during the current bi- 
ennium, the following procedure so 
far developed is proving satisfac- 
tory. The various departments are 
carefully checking the methods in- 
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volved and the results attained, in or- 
der that the aims of the Code may be 
realized and progressive improvement 
assured. 

In presenting requisitions for the 
appropriations to the legislature in 
1923 each institution used the same 
budget forms used by other depart- 
ments. It was extremely difficult to 
do this for the current biennium be- 
cause of the lack of uniform accounting 
systems throughout the spending agen- 
cies, with the accompanying difficulty 
of securing comparable cost data. 

It should be noted here that since the 
Administrative Code was not effective 
until June 15, 1923, many agencies, 


which under the code will clear through 


and be under the supervision of one of 
the main departments, presented 
budgets to the Secretary of the Com- 
monwealth for the Governor. 

In supervising the expenditures for 
educational institutions within the 
Department of Public Instruction an 
accumulative monthly financial state- 
ment is kept. This shows each month 
the exact status of the appropriation to 
the institution. Proper organization 
is being developed to coérdinate fiscal 
supervision with adequate professional 
oversight. 

In addition to this, a chart is kept 
for each institution presenting graphi- 
cally the status of the appropriation 
and showing by a control line any ac- 
cumulated surplus or deficiency. This 
procedure is followed individually for 
all institutions and it will be seen that 
the movement of all expenditures 
against the appropriation is constantly 
under supervision, and while the 
greatest latitude is given to the admin- 
istrative heads of the institutions, 
variations from the estimates are im- 
mediately checked. Conferences are 
held with the responsible officials and 
such adjustments made as seem best 
for the institution. 


SUPERVISION OF BupGets or State EpucaTionaL 


A brief description of the 
forms which have been developed to 
assist in this supervision follows: 

1. The Classified Estimated Monthly — 
Expenditures form distributes each ap- © 
propriation by months, using the _ 
captions of the uniform accounting 
system adopted by the Department of __ 
Finance and Accounts. ied 

2. The Monthly Accounting Report is = 
received monthly from each institution, 
and on the basis of these reports a - 
single monthly report is forwarded to 
the Department of Finance and 
Accounts showing the status of the 
appropriations administered by oe 
department. 

3. The Monthly Financial Statement 
(Accumulative) tabulates the expendi- 
tures monthly against the figuresonthe _ 
Estimated Monthly Expenditures form 
and carries an accumulative balance ae 
showing the status of each item and of | ou 
the grand total at the close of each 
month. 

4. For purposes of graphic repre- 
sentation a chart is prepared showing _ 
the expenditures for the corresponding 
periods of the preceding biennium. —_ 

While the period of operation under 
the Administrative Code has been 
short, ample time has elapsed to dem- Pip 
onstrate the soundness of the under- 
lying principle and the possibilities —_ 
of providing for the people of the state 
an efficient and economical adminis- 
tration of their money. — 


BIBLIOGRAPHY 


SuPERVISION OF BupGeEts or EpucATIONAL 
INSTITUTIONS 


Arnett, Trevor. College and University Fi- 
nance. New York; General Education 
Board, 1922 

Burruss, Julian A. A study of the businessad- __ 
ministration of colleges based on an exami- 
nation of the practices of land-grant colleges — 
in the making and using of budgets. Chi- 
cago, IIl., 1921. 


_ 


the 

of 
ur- 
ind 
of 
d- 
in 
n- 
0- 
he 
he 
a- 
yy 
e 
r 
e 
n 
l 
| 


Carnegie Foundation for the Advancement of 
Teaching. Standard forms for financial 
reports of colleges, universities, and tech- 
nical schools. New York City, 1910. 37 
p. (Bulletin No. 3.) 

Christensen, John C. University Business 
Administration. Topeka, Kansas State 
Agricultural College, 1912. 23 p. 

Fitzpatrick, Edward A. Budget Making in a 

Democracy. A New View of the Budget. 

New York: The Macmilian Company, 

1918. 

Buck, Arthur Eugene. Budget Making. A 
handbook on the forms and procedure of 
budget making with special reference to 
states. New York: D. Appleton & Com- 
pany, 1921. 

Pennsylvania State Chamber of Commerce, 
Harrisburg, Pa. State Budget Systems, 


ei yg HE last ten years have witnessed 
eS two notable developments in gov- 
ernment which vitally affect the man- 
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most necessary device for regulating 
our public expenditures,—a modern 
budget system.” Beginning with the 
- year 1915, not only has the Federal 
_ Government enacted laws pertaining 
to the budget system but every state 
~ save one has taken similar action. 
: The other development has to do 
with the reorganization of agencies 
_ exercising supervision over penal and 
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Function of the State Budget. 
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4 Developing Budgetary Control in Relation to the State 


[nstitutions of Pennsylvania 
By Ciement W. Hunt 


eleemosynary institutions. This move- 
ment is characterized by a change from 
supervision and inspection by unpaid 
boards to supervision and administra- 
tion by paid boards of control, and 
more recently by a more highly spe- 
cialized type of supervision and leader- 
ship found in departments of public 
welfare. While Kansas City ? was the 
first to establish a Board of Public 
Welfare in 1910, and while many other 
cities were quick to give organized ex- 
pression to the new conception, it was 
not until 1917 that a state, North 
Carolina,’ set up a thoroughgoing or- 
ganization called the Department of 
Public Welfare. There are now twelve 
states having such departments, and 
Congress is being urged to establish a 
federal department of welfare. True, 


2Vol. 105, 1923—Robert W. Kelso, “The 
Transition from Charities and Correction to 
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indeed, the name may signify much or 
little so far as effective organization is 
concerned; the point here emphasized is 
that it indicates a noteworthy trend in 
state government in recent years. 

Pennsylvania created a Department 
of Public Welfare in 1921; it enacted a 
budget law in 1923. But effective or- 
ganizations do not spring into existence 
with the enactment of laws providing 
for their creation. So it is that the 
Department of Welfare* in Pennsyl- 
vania is still engaged in developing an 
organization which will enable it to 
render the service contemplated in the 
Act of 1921 and exercise budgetary 
control over its state institutions in 
conformity with the provisions of the 
budget system. 

The state institutions of Pennsyl- 
vania are managed by boards of 
trustees appointed by the Governor. 
This form of management has been in 
operation since the several institutions 
were established. On the whole, it has 
proven to be a commendable plan. 
Trustees are usually possessed of good 
judgment, broad experience, and are 
inclined to take a keen interest in the 
activities of their institutions. It is 
true that there are exceptions, and the 
abuses of boards of managers in Penn- 
sylvania and elsewhere, who put poli- 
tics above the interests of their institu- 
tions, have been notorious. This doubt- 
less accounts for the fact that in most 
of our states,‘ institutions are managed 
by central boards, commissions or de- 
partments, rather than by local boards. 


*Name changed by Administrative Code to 
Department of Welfare in 1923. 

* Of the thirty-five states which responded to a 
questionnaire sent out by the writer, twenty-one 
reported that their institutions were managed by 
boards of control, three reported that part of 
their institutions were managed by local boards 
and part by central boards; in two states institu- 
tions are managed by the Department of Public 
Welfare, in other states local boards control the 
institutions. 


INFORMATION AS TO ForMs OF CONTROL : 


The relative merits of three different _ 


forms of control have been remarkably _ ne 
well evaluated by Henry C. Wrightin | 


his report, “Fiscal Control of State _ 
Institutions,” 


diana, New York and Iowa. In In- 
diana each institution is a separate unit © 
controlled by a board of trustees or 
managers. This has been the situation _ 
in Pennsylvania, as noted above. In 
New York State the hospitals for the — 
insane are under the supervision of a — 


small commission with limited powers _ 


headed by an experienced psychiatrist. — 
Iowa represented the third form of 

organization with institutions managed _ 
by a Board of Control with full power 


to administer the affairs of the institu. _ 


tions. The substance of Mr. Wright’s 
findings are as follows: 


As to New York: 


This investigation seems to point to the | 
advisability of a further decentralization of © 
the detailed supervision of buying and a 
fuller supervision of the larger problems | 
of the institutions. Experts, rather than — 
bookkeepers and clerks, seem to be needed. 


As to Iowa: 


Iowa, apparently, has centralized either eS 
too much or too little; either the judgment be 


of the local superintendents and stewards ‘ing 
should have been trusted more, or else _ 


power to decide should have been reposed — 
in a number of experts, each competent in _ 
his own line; the judgment of the Board o 
Control is not materially better than that — 
of the superintendents and stewards and 
not up to the standard of experts; the Board 
is not doing better work in buying than the 
purchasing committees of stewards or of 
superintendents in New York and not as 
good work as the individual superintendents — 
in Indiana. 


As to Indiana: 


Indiana secures an economical adminis- 
tration and very satisfactory results under — 


published in 1911. For 
comparative purposes he selected In- _ 
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the present form of supervision through the 
Board of State Charities. Its institutions 
are managed more economically and more 
satisfactorily than are the institutions in 
either Iowa with complete centralized con- 
trol, or in New York with a partial cen- 
tralization. 


In general: 


In attempting to draw deductions from 
the conditions found under the three sys- 
tems, it should not be hastily concluded 
that because conditions were found to be 
excellent in Indiana the type of supervision 
there maintained would be the most ad- 
visable form for other states. 

Under average political conditions, it 
would seem wise to have some form of 
central control greater than that exercised 
in Indiana and less than that in either New 
York or Iowa. Indiana has secured system 
and uniformity in the management of her 
institutions which would be difficult to 
duplicate in any other state under a board 
with merely advisory functions. 

A proper system of central supervision 

should be so planned and adjusted as to 
utilize, as far as possible, the knowledge and 
ability of local officers in the institutions, 
and to supplement their knowledge in fields 
where a broader oversight is needed. The 
primary need of the local officers, superin- 
tendents and stewards, is information and 


instruction rather than undue restriction 
ua and control. 


”: The Department of Welfare in Penn- 

_ sylvania believes that local boards are 
_ essential. They not only give stability 
to the management of institutions, but 
they carry the spirit of the institutions 
home to the public in a way which is 
impossible in a highly centralized form 
of control. It also believes that there 

is a very important service to be ren- 
dered by a central office in furnishing 
advice through an expert personnel. 
Moreover, since the care of the insane 
and the incarceration of the criminal 
are recognized as state functions, it 
logically follows that an executive de- 

partment of the state should formulate 
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policies relating to the service to be 
rendered by its hospitals and penal 
institutions. The Department of Wel. 
fare feels that its policies. must be 
interpreted to the management of the 
institutions by its representatives and 
also that the activities of these agencies 
must be coérdinated. Such a plan of 
relationship would seem to have the 
advantages of a decentralized admin- 
istration by local boards on the one 
hand, and on the other a centralization 
of control characterized by a service of 
advice rather than by an exercise 
of authority. 

There is a danger which must be 
guarded against in any system of 
central control, and that is the assump- 
tion of administrative authority in 
local affairs by the central office. It is 
easy to assume authority in one way or 
another until the initiative of the super- 
intendent is weakened. Initiative is 
one of the qualifications essential to the 
success of a manager. However, if a 
superintendent is aggressive and eager 
to keep his institution abreast with the 
times, he is not likely to feel that his 
initiative is destroyed by those who 
seek to assist him in his endeavors. It 
is the superintendent whose manage- 
ment has become routinized, whose 
attitude of mind is ultraconservative, 
who is most likely to raise the cry of 
interference. For such a superintend- 
ent, centralized control may indeed 
become of necessity an exercise of 
authority rather than a service of 
advice, if the policies of the state are 
to be carried out. 


EsTABLISHMENT OF UNIFORM 
ACCOUNTING SYSTEM 


The first step in the development of 
budgetary control of institutions in 
Pennsylvania was the establishment of 
a uniform accounting system. It is not 
necessary here to discuss the impor- 
tance of uniformity in accounting. 
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as it to say that nearly every state 
has recognized it as essential to a 
budget system.’ But the fact should 
be emphasized that a cost accounting 
system was introduced. Instead of a 
mere record of expenditures, the cost of 
provisions, supplies and materials ac- 
tually consumed month by month is 
determined by the new system. The 
purpose of this scheme, so common in 
enterprises, is to enable the 
institutional manager and the Depart- 
ment, in their exercise of budgetary 
control, to know the trend of costs 
month by month. Any marked change 
in the per capita cost can be investi- 
gated at once, whereas, if the account- 
ing is based on expenditures and not 
actual costs, an increase in the cost of 
operation may not become apparent 
until it is too late to avoid a deficit. 

A cost accounting system makes 
systematic stores accounting an essen- 
tial feature of institutional manage- 
ment. This was the second step in 
establishing budgetary control by the 
Department of Welfare. In brief, the 
plan as introduced requires the placing 
of all provisions, supplies and materials, 
which are not purchased for immediate 
consumption, in store to be given out 
on written requisition as needed. Such 
commodities are guarded with quite as 
much care as the money in the cash 
box of the office. A cashier who left 
his cash drawer open to irresponsible 
employes, who in fact left money un- 
guarded in numerous places about an 
institution, would be deemed careless 
and utterly incompetent. Yet such 
carelessness in the handling of supplies 
is all too common in public institutions 
throughout the country. 

The accounting system is designed to 
show the cost of operation by functions. 
Some systems show expenditures or 


5 Of the thirty-five states which returned the 
writer's questionnaire, all but seven have uni- 
form accounting. 
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costs in total by objects, i.e., salaries, >. 
supplies, provisions, etc. But the chief — 
concern should be to determine the per 
capita cost of a given service analyzed 
as to salaries, supplies, etc. Hence, the 
system now used in the institutions of 
Pennsylvania is divided into functions 
as follows: an. 


Mental Hospitals and Schools for a 
Mental Defectives ould 


A. Administration 


C. Operation of Plant 
D. Maintenance 
E. Shoes and Clothing __ old 


F. Professional Care of Patients 
G. Auxiliary Agencies and Sundry Ac- 


tivities 


H. Agricultural Activities 
I. Industries 
J. Capital Outlay 7 
Penal and Correctional Institutions _ 
A. Administration ania 
B. Household ti 
C. Operation of Plant 
D. Maintenance 
E. Shoes and Clothing by ocd ‘ 
F. Care of Inmates 


G. Auxiliary Agencies and Sundry Activi- 
ties 

H. Agricultural Activities 

J. Capital Outlay 
Medical and Surgical Hospitale 

A. Administration 

C. Operation of Plant 

D. Maintenance 

E. Fixed Charges 

F. Professional Care of Patients = 

G. Social Service and Out-Patient Mage A 

H. Capital Outlay = 


The activities or functions of an 
institution would seem to fall quite 
naturally into the foregoing general 
accounting divisions. The first seven 
divisions, Departments A to G inclu- 
sive, have to do with the care of 
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patients and inmates and give the 
bases for determining the per capita 

cost of care. Department H, Agricul- 
- tural Activities, is not included in 
computing the per capita inasmuch as 
it does not cover costs having to do 
directly with the care of inmates. The 
produce of the farms and gardens is 
> charged to the dietary at wholesale 
prices, and the per capita cost reflects 
the cost of such produce the same as it 
does the cost of provisions actually 
purchased. It is only by such an 
accounting procedure that costs in 
several institutions can be made really 
comparable. The same accounting 
procedure is followed with reference to 
Department I, Industries. And here, 
industries are distinguished from oc- 
cupational therapy, which is classified 
under Department F, Professional Care 
of Patients. 

Each functional division of the ac- 
counting system is subdivided as to the 
general character of costs and further 
_ subdivided as to the more specific 
Objects of costs. By way of illustra- 

tion, the character classification under 

Department G, Auxiliary Agencies and 
Sundry Activities, is here 


Social Service pry, 
Clinics exthabel 
Diversions ©) latige 
Library 
Instruction 


And Social Service, -_ — is 
further subdivided as follows: 


SocraL SERVICE 


Salaries 
Transportation 
Supplies 
Miscellaneous 


The organization of the accounting 
system according to functions is essen- 
tial to budgetary control. It makes it 
possible for the local manager to ana- 
lyze his costs in such a way as will 
discover to him the services which are 
excessively high in cost and which con- 
sequently call for close study. On the 
other hand, the superintendent will 
have brought to his attention the 
service for which better facilities may 
well be provided. Such a study can be 
made highly profitable if a manager 
will make a comparison of the costs in 
his institution with the costs in other 
institutions of the same class. The 
following table shows per capita costs 
of care based on budgetary estimates 
from a group of eight Pennsylvania 
institutions. The variations are wide 
because the figures are based on esti- 
mates submitted upon the introduction 
of the budget system and before the 
institutions had opportunity to ac- 
cumulate cost data. They serve, how- 
ever, to bring home to any one of the 
superintendents of these institutions 
the importance of a comparative study 
of costs. 


TABLE I—Esrmartes or Per Carrra Costs in Institutions 


A B Cc D E F G H_ | Averacs 
1,226] 1,615 1,360] 2,884] 300} 1,630] 1,130) 10,749 
A. Administration............ $20.88] $15.68] $36.60] $19.08| $9.46] $52.29] $18.87] $19.15] $20.56 
132.78] 132.38] 118.28| 123.27] 130.64| 157.42| 117.18] 93.01] 122.81 
C. Operating of Plant and Care 

of Grounds.............. 40.44] 47.08} 41.21] 43.26 61.31) 38.08] 60.89] 42.03] 50.66 
D. Repair and Upkeep........ 35.27| 20.50] 28.94] 15.54| 27.04] 18.50] 23.51] 31.90| 25.38 
E. Shoes and 12.34] 15.03] 11.83] 18.83] 18.09] 17.00| 7.70] +9.47| 14.02 
F. Professional Care of Patients} 69.40| 83.34] 49.25] 58.63] 62.27| 36.18| 67.11] 66.69] 65.54 
G. Auxiliary Agencies......... 5.96] 3.16] 9.76) 5.30] 1.97; 3.09] 4.09) 2.48} 3.86 

$317 07/8317 17|$295.87/$283 78/8322. 56)8200.35 $264.73] $302.83 
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SIGNIFICANCE OF VARIATIONS 


There are, of course, many conditions 
which affect the costs in Table I. 
Institutional population, for example, 
directly affects the cost of administra- 
tion; the geographical location of an 
institution may result in a high per 
capita for operation of plant if the 
winters are severe; and an institution 
for chronic cases should not show as 
high a per capita for professional care 
of patients as institutions having many 
acute cases. There are many other 
conditions which might be mentioned 
by way of explanation for the variation 
incosts. But a marked variation from 
the average in any given function 
should cause a superintendent to in- 
quire into the expense of operating that 
department of his institution. For 
instance, if the average per capita cost 
for operation of plant and care of 
grounds is $50, what are the conditions 
in Hospital E, favorably located, which 
should run the cost as high as $61? 
When the superintendent of Hospital 
D observes that two hospitals keep 
their inmates in shoes and clothing for 
an average of less than ten dollars per 
capita, he naturally proceeds to in- 
vestigate why it should cost him as 
much as eighteen dollars for each in- 
mate. On the other hand, when social 
service, recreation and other auxiliary 


agencies cost on the average nearly four 
dollars per capita, the superintendent 
of Hospital E may well ask if he is 
furnishing adequate service in those 
departments of his institution. 

The variations become even more 
significant when the costs are reduced 
to percentages as shown in Table II. 
A superintendent should endeavor to 
develop a well-balanced budgetary pro- 
gram. No one department of an in- 
stitution should profit at the expense of 
the others. Hospital G expends 20 
per cent of its budget in the operation 
of its power and heating plant and in 
the care of its grounds. It would seem 
that this was out of proportion to the 
cost of other activities. Eventually the 
percentage of the total budget to be 
apportioned to each function will be- 
come fairly well standardized for this 
system of accounting. It is quite 
probable that as time passes the per- 
centages for Professional Care of Pa- 
tients and Auxiliary Agencies, includ- 
ing social service, clinics, recreational 
activities, etc., will increase and the 
percentage for the other functions will 
become accordingly smaller. The first 
will come in response to an appreciation 
of the need of more scientific treatment 
of patients; the second as a result of 
more intelligent buying and using of 


supplies and provisions. 


be TABLE I—Percentace Irem Is or raz Totat Per Carrra Cost Hi, 
Pp ra Percentage Variation in Estimates of Institutional Costs Ee 
ee A B Cc D E F G H AVERAGE 
t t 
of Plant and Care 
13.9 
D. Repair and Upkeep........ 11.2 6.6 9.8 
E. Shoes and Clathing lies 3.9 4.7 4.0 
F. Professional of Patients} 21.8 26.3 | 16.6 
G. Auxiliary Agencies......... 1.8 9 3.3 
tb 100.0 | 100.0 | 100.0 
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It is only when the analytical study 
is extended to the details of functional 
costs that one is really able to get at 
the facts. Space does not permit an 
extended discussion of the problems 
revealed in Tables III and IV. The 
tables are here presented to show the 
importance of accounting in budget- 
ary control from the superintendent’s 
standpoint. 


TABLE Per Caprra Cost or Provisions in Institutions 


institutions with recommendations jp 
other instances. This right of review 
is exercised by the central board, com. 
mission or department in twenty-fiye 
of the thirty-five states which returned 
the writer’s questionnaire. When the 
budgetary estimates are finally ap. 
proved, they are sent to the state 
budget officer to be given further 


consideration. 


A B D E F G H_ | Averags 
Provisions 
B-10 Groceries.......... $24.56 | $21.41 |$34.08 .41 | $23.92 | $50.00 ($18.16 [$19.91 | $24.31 
B-11 Vegetables......... 13.10 15.27 | 17.15 | 16.91 8.63 14.80 | 11.96 | 11.31 12.63 
7.06 6.49 1.47 3.01 5.16 4.00 3.66 2.86 4.60 
B-13 Dairy Products... .. 29.20 24.12 | 25.54 | 20.44 32.82 20.60 | 29.29 | 21.94 27.11 
— | a eee 21.80 37.69 | 21.31 | 21.32 31.19 18.67 | 18.91 | 13.93 25.26 
$95.81 ($104.98 [909.55 [901.00 pers {8108.07 $82.00 |$69.95 | $93.91 


TABLE IV—Percentace Eacu Provision Item Is or tHe Torat ror Provisions 


A B Cc D E F G H_ | Average 
Per Per Per Per Per Per Per Per Per 
Cent | Cent | Cent | Cent | Cent | Cent | Cent | Cent Cent 
25.6 20.4 24.2 32.2 23.5 46.3 22.2 28.5 25.9 
> ccs 13.8 14.5 17.2 18.6 8.5 13.7 14.6 16.2 13.4 
a ee 7.4 6.2 1.4 3.3 5.1 3.7 4.5 4.1 4.9 
30.5 | 23.0] 25.7 | 22.4] 382.3 19.0 | 35.7] 31.3 28.9 
22.7 35.9 21.5 23.4 30.6 17.3 23.0 19.9 26.9 
ea ne 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0; 100.0 


Arp Given By CENTRAL OFFICE 


What is the part to be played by the 
central office in the plan of budgetary 
control as here set forth? In the first 
place, the budget law of Pennsylvania 
requires that the Department of Wel- 
fare shall call for the budgetary esti- 
mates from the institutions under its 
supervision. These estimates are sub- 
mitted in detail, a practice followed in 
most states. The Department gives 
careful consideration to the estimates, 
granting hearings in some cases and 
referring the proposals back to the 


* Detailed budgets are prepared by institu- 
tions in all but two of the thirty-five states 
reporting. 


It is the opportunity to review the 
institutional budgets which enables the 
Department to exercise quite a measure 
of control. If estimates are deemed 
excessive or unnecessary, a conference 
with one or more representatives of an 
institution may result in a justification 
of the estimates or it may bring about 
a revision downward. The state may 
have a policy calling for the develop- 
ment of mental clinics. If it is found 
that certain institutions have made no 
provision for clinical service, the De- 
partment should exercise the right of 
inquiring why budget proposals are not 
included for clinics. Budgetary con- 
trol may be made something more than 
financial statistics; it may be made an 


sti 


i 
: fer 
mi 
to 
ins 
wt an 
fol 
his 
on 
he 
no 
mi 
ler 
pr 
pe ki 
tel 
= ne 
in 
gl 
at 
fer 
no 
3 sta 
thi 
co 


SES 


| 


effective means for developing the 
licies of a central office. 

Again the budget law contemplates 
that the Department of Welfare shall 
call for periodical reports on the prog- 
ress of the budget program. These re- 
ports may take the form of studies in 
costs which will enable the central office 
to guard against the creation of a deficit 
by an institution. In a budget system 
deficits are either not allowed or are 
taken care of by a contingent fund.’ 
The Department must keep itself in- 
formed so that it can raise the danger 
signal if a shortage seems to be at all 
likely. But these reports may serve 
another purpose. They can be made 
the bases of the comparative cost 
studies which have already been re- 
ferred to. Such studies should be 
made available to each superintendent. 

The services of greatest importance 
to be rendered by a department to an 
institution are those of consultation 
and stimulation. It should be possible 
for a superintendent or warden to lay 
his special problems before an expert 
on the staff of the central office and get 
helpful advice. This should be true 
not only with reference to professional 
matters relating to the care and treat- 
ment of the inmates and the general 
management of the institution, but 
quite as much with reference to prob- 
lems in other departments. There are 
problems in accounting, purchasing, 
kitchen management and general die- 
tetics, power plant management, engi- 
neering and agriculture ever before 
institutional executives. If a capable 
superintendent can get expert advice 
in dealing with such problems he will 
gladly seek it and will find it profitable 


"Twelve of the thirty-five states already re- 
ferred to reported that institutional deficits are 
not permitted; deficits are i in four 
states with the governor’s approval; and in 
thirteen with the approval of the central board, 
commission or department. 
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and stimulating. It goes without say- 
ing that where the need for such 
advice is apparent, but not sought, the 
central office must take the initiative 
and give constructive criticism. Such 
a move is often necessary if a budget 
program is to be adhered to and a 
deficiency avoided. 


Work ACCOMPLISHED AT 
CONFERENCES 


The Department of Welfare called 
the stewards of the several state in- 
stitutions together in conference last 
summer for the purpose of discussing 
with them better methods of buying 
and handling supplies and provisions. 
Some of the subjects discussed in a two 
days’ meeting were: 

Stores Accounting—Essential Steps 

Aspects of Standardization as Related to 

Buying 

Canned Goods Specifications = = 

The Function of a Dietitian 


The instructors were recognized ex- 
perts. Among those who spoke, one 
was a wholesale grocer; one was asso- 
ciated with the National Canners’ As- 
sociation; one was in charge of the 
stores system for a large manufacturer; 
and one was the vice-chairman of the 
Federal Specifications Board. 

Three conferences have been held 
and others are to follow. The third 
meeting was held at State College, 
where there were facilities for demon- 
strations. Here superintendents and 
stewards were schooled in the testing of 
butter and cheese, being given oppor- 
tunity to actually grade the dairy 
products under the direction of instruc- 
tors. A half day was devoted to a 
demonstration of meat cutting. Car- 
casses were cut to show the economical 
cuts; the differences between steer and 
cow beef; the characteristics of lamb 
and mutton; and the methods of grad- 
ing beef. 

At this third conference, committees 
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on the standardization of supplies and 
provisions had interesting meetings and 
laid the foundation for much construc- 
tive work. The committee on the 
standardization of shoes discovered 
that no less than fifty-seven styles were 
being purchased by the institutions; the 
committee reduced the number to 
fourteen. The committee on dairy 
products agreed that butter testing 
from 88 to 90 should prove satisfactory 
for institutional use and that it was not 
economical to purchase butter testing 
higher than 90, since it must be pur- 
chased ordinarily at a premium. The 
developments in other committees were 
equally interesting, and show how 
stewards can be stimulated to study to 
improve their work. 

It is proposed to exercise budgetary 
control over construction work in the 
institutions in the same general way. 
The state must have a building policy 
and a building program looking ahead 
two, four, and ten or more years. A 
local board cannot be permitted to dis- 
regard this policy and program. It is 
enough that the central office should 
haye the right to approve all plans 
and contracts. With such authority 
granted, it becomes highly expedient 
that the local management should keep 
the Department fully informed of pro- 
posed developments. The local board 
is usually in need of the technical ad- 
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VERY business should have some 

means of measuring the service 
rendered by the individuals who turn 
out the work. The kind of work, of 
course, varies with the character of the 
business, but in these days, in order to 


By H. 
Engineering Executive, Department of Highways, Commonwealth of Pennsylvania 
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vice which the central office can furnish, 
The Department of Welfare is 

that its institutions are looking to it fo 
this service. It is also observing that 
its boards of trustees, possessing men 
experienced in manufacturing and com. 
merce, are able and enthusiastically 
willing to give intelligent, serious cop. 
sideration to the problems of construe. 
tion. It is hardly conceivable that g 
central board or commission could 
render such an intimate service to each 
of its numerous institutions. 

The transition in Pennsylvania from 
the methods of supervision employed 
by an unpaid board to the mor 
aggressive leadership of a Department 
of Welfare has been under way now for 
about two and a half years. The 
budget system has been in effect for 
nine months. Readjustments have not 
as yet been completed. The Depart- 
ment, however, is satisfied that the plan 
of budgetary control herein discussed 
will prove to be highly satisfactory to 
all concerned. The line of demarca- 
tion is being carefully drawn between 
the administrative functions of the 
local officers in the institutions and the 
advisory, policy forming, and budget- 
ary functions of the central office. It 
is believed that the plan will have all of 
the advantages and none of the ob- 
jectionable features of types of organi- 
zations found elsewhere. 


= The Application of Comparative Unit Costs to the 
Highway Engineering Business 


be successful in business, the measuring 
of the service rendered by the employes 
is essential. This becomes more uni- 
versal as competition becomes keener. 
Comparative unit costs in the high- 
way engineering business enable you to 
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cost of like work performed by different 
individuals or groups of individuals. 
This is simply a sound business engi- 


successfully applied to two other big 
highway organizations similar in many 
respects to the Department of High- 
ways in Pennsylvania. 

In the steel business the service of 
the individual is measured on a piece- 
work basis. This method is also very 
generally applied in the manufacturing 
business. In the coal business the 
service of the individual is measured on 
aquantity production basis. In steno- 
graphic and clerical work the compara- 
tive measure of service is based upon 
the amount of work turned out by the 
individual. Even  bricklayers have 
been working for years on a production 
basis. 


| neering principle and one that I have 


APPLICATION OF COMPARATIVE 
Unir Costs 


The application of comparative unit 
costs to this business in the state of 
Pennsylvania can be very readily vis- 
ualized if we bear in mind that Pennsy]l- 
vania has an area of about 45,000 
square miles, and the highway system, 
under the jurisdiction of the Depart- 
ment of Highways, comprises 10,777 
miles. The plan by which the mainte- 
nance work is controlled consists of 
dividing the state into four geograph- 
ical divisions, each under the super- 
vision of a division engineer. The 
state is further divided into districts of 
which there are fifteen in the state, 
each under the supervision of a district 
engineer. These district engineers re- 
port to their respective division engi- 
heer. The districts are further divided 
into sections, of which there are fifty 
two in the state, each under the super- 
vision of a maintenance superintendent 
who reports to his respective district 
engineer. These sections are further 


ial 


Unit Costs anp Highway ENGINEERING BUSINESS 


compare not only the quantity but the 


wa 


divided into sub-sections of which there 
are one thousand seventy two in the 
state, each under the supervision of a 
foreman to his respective superin- 
tendent. 

The comparative unit costs are for 
all classes of maintenance work. The 
first analysis of these costs compares 
the costs of the work under the juris- 
diction of each division engineer and as 
he in turn holds the district engineers 
responsible in their respective districts, 
the costs are subdivided to compare the 
work under the jurisdiction of each 
district engineer. Since the district 
engineer in turn holds the superin- 
tendents responsible for the work in 
their respective sections, the costs are 
further subdivided to show the com- 
parative costs of the work under the 
jurisdiction of each superintendent. 
Finally, as the superintendent holds the 
foreman in charge of the sub-sections 
responsible, it is necessary to further 
subdivide the costs so that a compari- 
son can be made of the costs of the 
work under the jurisdiction of each 
foreman. You can readily see that a 
further subdivision for the protection 
of the foreman, showing the compara- 
tive measure of service of each indi- 
vidual under his jurisdiction, would be 
desirable if it were practicable. How- 
ever, in general, highway maintenance 
work cannot be subdivided below the 
foreman, as this gives the comparative 
gang cost. There are exceptions to 
this, however, an important one being 
the work performed by the caretakers 
or the patrolmen who make minor re- 
pairs on the roads, and arrangements 
have been made to place the work of 
these men on a comparative cost basis. 

This whole plan simply means that 
the administrative officers hold the 
division engineers responsible and com- 
pare their costs. The division engi- 
neers in turn must do likewise with the 
district engineers, who, in turn, for self 
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protection, must must do likewise with the 
superintendents, and the superintend- 
ents in turn, for self protection, must 
do likewise with the foreman. 

There is no mystery in connection 
with this plan. The only wonder is 
that it is not used in all engineering 
businesses of this character. It would 
be universally used by this time if the 
engineers in public work were not so 
hampered by political interference. 
No business can be successful unless it 
is conducted on sound business princi- 
ples. This system of comparative 
costs is simply an illustration of one of 
the means used by highway engineers 
to conduct their work on a sound busi- 
ness basis. 


It will readily be seen that these 
costs will bring about a spirit of com- 
petition and friendly rivalry, which 
immediately results in raising the 
standard of the morale of the organi- 
zation as well as increasing the pro- 
duction at a decreased cost. It makes 
each foreman a more important factor 
in the organization than he formerly 
was and schools him in the business 
side. It teaches him economics as it 
makes him appreciate the value of a 
dollar as applied to his work. The re- 
sult of such a system in this work in- 
variably has been that it has made the 
foreman more appreciative of the im- 
portance of his job. It gives him an 
added interest and sets him to thinking 
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in a bigger way about the problems jp. 
volved. In the first place, the spirit 
of competition gets into his blood and if 
he is any good at all, for the sake of this 
alone, he will be very jealous of the 
quality of his work and will try to re. 
duce his costs as much as possible jp 
order to beat the other fellow. 

As a result of discussions at general 
meetings where the costs are compared, 
the foremen have an opportunity to 
benefit by the methods employed by 
the foremen who are doing the best 
quality of work at the lowest cost. 
They are impressed with the fact that 
they must not sacrifice quality for 
quantity production and that the work 
they are doing is for the purpose of giv- 
ing the public the very best transpor- 
tation service, and that the department 
is a public service department, which, 
like all public service corporations, 
must make every effort to give service 
to the public at the least cost commen- 
surate with good service. 

There is no question but that this 


system of comparative costs will in | 
crease the production and decrease the 


costs, This has been demonstrated in 
every instance where it has been ap- 
plied and after it has been in operation 
for a sufficient time in Pennsylvania, 
there will unquestionably be decreased 
unit costs in the maintenance work, 
and, through the interest which this 
will arouse in the men for their work, an 
improvement in the morale of the or- 
erate will also be effected. 
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By E. Stace Wurrtrn, Px.D. ore 
~~ Executive Director, National Committee on Prisons and Prison Labor; ohhh — 
President, Associates for Government Service 
ave 
HE control over prisons through- and fed. To this number must be 
eral out the United States is decentral- added the 64,321 persons, in service for 
red, ized. There are three federal prisons the care of these people, who are also 
‘bo under the Federal Department of housed, fed and clothed. The term 
by Prisons; forty-eight state penal sys- “welfare” is coming into use to cover 
vest tems, each with a different organiza- the combined penal and eleemosynary 
oat. tion, which often divides authority departments which, in round figures, 
hat among several boards; two hundred cost $118,152,548 per annum. 
for city or municipal penal departments; In the purchase of supplies for their 
ork and approximately twenty-five hun- welfare departments, forty-one states 
” dred county jails, the latter having ha~> a centralized, or group-central- 
oe state supervision in only ten states. ized, purchasing system. All the 
r The 1916 census puts the cost of oper- larger cities have a central purchasing 
ch, ating penal institutions throughout office. One hundred and twenty of- 
- the United States at approximately fices, therefore, purchase the supplies 
_ $37,451,400 per year. Approximately for the welfare departments. It is 
” 165,000 persons are incarcerated, mak- estimated that $700,000,000 is spent 
; ing a daily cost of 6.3 cents per capita. annually by the forty-eight states and 
his England and France have centralized _ thirty-three cities for the purchase of 
ref their penal systems. This is impossi- their supplies, of which 60 per cent is 
the ble in the United States from a govern- for the welfare departments. 
in mental point of view. The movement 
for centralization is tending to draw the Dirricuury or Accurate Estimate 
ra county penal institutions under the or Prison Work VALUE 
« same control as the state system, but The cost of operating these welfare 
even this will have its limitations where departments is lessened by the work 
- the county and city are one. Unless which is performed by the wards of the 
the “home-rule movement” for cities state. The value of this work, as a 
z is to be given up, the city penal system whole, is impossible to ascertain, as no 


will never become part of the state sys- 
tem. In turn, as long as the state 
system of government in this country 
lasts, the state prison systems will not 
become integral parts of the federal 
prison system. 

The management of the penal insti- 
tutions in twenty-five out of the forty- 
eight states is joined with that of 
the eleemosynary institutions. In the 
state and state-aided eleemosynary 
institutions, including the correctional, 
there are 520,138 people to be housed 


estimate is ever made of the value of 
the labor of inmates employed in the 
running of institutions or in repair and 
reclamation work, while little is known 
of the value of farm products and sup- 
plies manufactured by the institutions 
for their own consumption. We know 
that institutional farms aggregating 
409,140 acres, owned and leased, pro- 
duce supplies for institutions in the 
prison group, the hospitals for the in- 
sane and the institutions for the feeble- 
minded. 
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It will be seen that on the informa- 
tion available it is impossible to esti- 
mate accurately the value of the 
intermural work of persons confined in 
prisons throughout the United States, 
and the question might be raised as to 
what would be the fair way to estimate 
the value of such work. Should it be 
estimated on the value of free labor 
secured to do this work, it must be 
borne in mind that a premium would 
have to be given free laborers to induce 
them to do many of the menial tasks 
now performed by inmates. 

For general discussion it is unneces- 
sary to endeavor to ascertain the value 
of this work, because the public never 
figures on this labor and believes the 
cost of maintaining the institutions to 
be the amount for which it is taxed. 
In the movement to make prisons self- 
supporting, the public conception is 
based upon a reduction in the rate of 
taxes to the point where the taxpayer 
will not find the cost of these institu- 
tions reflected in his tax bill. If, there- 
fore, we credit the prisoner with the 
value of this labor, we must in turn, 
under a wage system, charge him his 
pro rata of the cost of running the in- 
stitution. This is the only legitimate 
means whereby the burden of main- 
taining prisons can be lifted off the tax- 


payer. 


Atrempts TO DevELop ADEQUATE 
Prison SystEM 


Self-supporting prisons mean, of 
course, that every prisoner shall work 
who is capable of working and, by the 
sweat of his brow, pay for his mainte- 
nance and the other costs of his in- 
carceration. There are many humane 
persons who do not believe that the 
question of the prisoner paying his way 
is as important as his rehabilitation and 
his return to society in a physical and 
mental condition that will insure his 
leading an honest and eines life as 
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a member of the community. S§tij 
others go further and contend that his 
success after his release depends upon 
his having learned a trade, having 
earned wages in that trade, which went 
regularly to the support of his home 
and his dependents, who are awaiting 
him upon his release. A compromise 
between these two ideas is found in the 
Executive Order issued by Woodrow 
Wilson, which was drafted by Samue 
Gompers and others interested in the 
betterment of prison industries. It 
provided for wages for prisoners based 
upon the wages prevailing in the vyi- 
cinity in which the institution was |o- 
cated and from which were to be 
deducted the pro rata cost of maintain- 
ing the inmates. Such a_ proposal, 
developing as it did out of the war 
period, postulates an adequate prison 
system as a fundamental basis for its 
success. 

All attempts to develop an adequate 
prison system have been thwarted by 
the difficulty of installing productive 
labor with product marketable in a 
manner not inimical to the best inter- 
ests of industries throughout the coun- 
try. 

An effort was made to solve these 
difficulties by the restriction of prison 
production to consumption within state 
institutions and departments. This 
proved too limited when applied to any 
but states with a large institutional 
population. An adequate program, 
developing out of the work of the War 
Prison Labor Section of the War In- 
dustries Board, known as “States’ 
Use,” was pressed as a war emergency. 
Under the centralizing power of the 
War Industries Board a beginning had 
just been made, when the Armistice 
caused the dissolution of the War In- 
dustries Board, leaving to the National 
Committee on Prisons and Prison 
Labor, which had been a part of its 


132 4 
t 
0 
fs 
r 
| ti 
te 
n 
V 
fe 
a 
} 
I 
a 
| 


5 


SFE F Be 


carrying on the development, despite 


the fact that the power of the War In- 
dustries Board was gone. 


SecurRING WIDESPREAD STATE 
Co-OPERATION 


The forty-eight states, the cities and 
counties needed to be brought into 
accord, securing their co-operation with- 
out offending their sovereignty. The 
facts as to the prison industries in the 
forty-eight states, the cities and coun- 
ties and their supply requirements had 
to be gathered by the National Com- 
mittee on Prisons and Prison Labor. 
With these facts gathered, a conference 
of the official prison plant managers 
was called in Washington. This con- 
ference accepted the principle of 
“States’ Use’? and emphasized the 
need for the application to state pur- 
chase of the War Industries Board 
principles of standardization of supply 
specifications and allocation to each 
state of the commodities which it is 
advisable it should produce. 

This conference recognized officially 
the Associates for Government Service, 
Inc., which had been organized to carry 
out, on a public service and non-profit- 
making basis, the marketing phases, 
which the dissolution of the War In- 
dustries Board left to private initiative. 

The Prison Industrial Conference, 
through a Committee on Standards, 
gave initiative sufficient for the Associ- 
ates for Government Service to interest 
the Secretary of Commerce in the ap- 
pointment of a special Committee on 
Standard Specifications, made up of 
representatives of organizations which, 
like the Associates for Government 
Service, the United States Chamber of 
Commerce and the National Associ- 
ation of Manufacturers, were interested 
in standardization. 

The Secretary of Commerce also 
called together the official purchasing 
agents for the states and cities and 


SELF-SUPPORTING 


-ing at the meeting, urged the governors 


the National on Prisons 
and Prison Labor. They unanimously 
agreed to accept the standards which 
the Advisory Committee should work 
out in both the fields of state purchase 
and state production. 

To secure codrdination of all the 
states in the broad program, an appeal 
was made by the Governor of Virginia, 
to the Conference of Governors held at 
West Baden, Indiana, October, 1923. 
He pointed out that the state of Vir- 
ginia was ready to buy and had already 
bought prison goods manufactured in 
other states through the Associates for | 
Government Service, and that it was 
anxious to sell through that same 
medium its own prison products. 

The Governor of New Jersey, presid- 


to purchase the products of each others’ 
prisons and to join in the allocation of — 
prison industries. By unanimous vote | 
the representative of the National — 
Committee on Prisons and Prison 
Labor was asked to explain how par- 
ticipation in this work could be brought _ 
about. The need of zone conferences __ 
to carry on the details of the allocation — 
of prison industries was presented and, 
by general consent, the idea of these 
conferences was accepted. 


First ZONE CONFERENCE ON ae 
ALLOCATION OF Prison INDUSTRIES 


The announcement in September, 
1923, that large business interests, 
which had been exploiting the prison 
industries for their private gain, were 
willing to withdraw, precipitated the 
demand of certain states that the work 
on allocation should begin at once. 
The state of Utah faced idleness be- 
cause of the withdrawal, as the result of 
court action, of the prison contractor. 
The Governor of Utah demanded im- 
mediate action and, within three weeks, — 
was supplied with recommendations 
which solved his immediate problem _ 
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and met with the approval of the Utah 
Manufacturers’ Association, which had 
forced the court action prohibiting the 
contract. The Governor, in accord- 
ance with the recommendations pre- 
sented to him, issued the call for the 
first zone conference on the allocation 
of prison industries. His letters calling 
the conference were personally de- 
livered by a representative of the Na- 
tional Committee on Prisons and 
Prison Labor to the governors of the 
other states in the inter-mountain zone, 
—New Mexico, Arizona, Montana, 
Idaho, Nevada, Colorado and Wyo- 
ming. ‘The invitation to send a repre- 
sentative was accepted by all the 
governors and the delegations planning 
to attend in practically every instance 


include the governor, members of the 


prison boards, wardens, state-purchas- 
ing agents and representatives of the 
local manufacturers’ associations and 
federations of labor. 

The report of this practical and com- 
prehensive development, made to a 
special conference called by the Annual 
Meeting of the American Federation of 
Labor, led that organization to join 
with the National Committee on Pris- 
ons and Prison Labor and the General 
Federation of Women’s Clubs in 
an unqualified endorsement of the 
“States’ Use” principle. Following 
this declaration, the Executive Com- 
mittee of the United States Chamber of 
Commerce and the Executive Com- 
mittee of the National Association of 
Manufacturers, asked for invitations 
for their representatives to the Utah 
Conference, and delegates have already 
been appointed from these associations 
and the American Federation of Labor. 
, Legislative approval has been re- 
ceived from the only legislature in 
session in the zone—Montana, which, 
while it called for retrenchment and 
cutting down of a budget previously 
passed, appropriated liberally for the 
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expenses of the Montana delegates ty 
the conference. 

The Utah Conference will take place 
April 9, 10 and 11. The southem 
states, led by Alabama, are demanding 
that a zone conference be held at once 
in that section. The completion of the 
work of allocation in these zones will be 
followed, as rapidly as possible, by 
conferences in the other zones as the 
pressing emergency presents itself, 
These conferences will help the states 
by enabling them to get to work on 
their own prison industrial problems, 
with the assurance of co-operation on 
the part of the forces which previously 
retarded their development. The Na- 
tional Committee on Prisons and 
Prison Labor will organize the backing 
of state officials by its own local organi- 
zations, the State Federations of 
Women’s Clubs, the State Federations 
of Labor, the Manufacturers’ Associ- 
ations and Chambers of Commerce. 
State appropriations, secured through 
the moral sentiment of these groups in 
each state, can be relied on to build up 
the state prison systems. 
ing of the prison product will also aid 
in this development and the Associates 
for Government Service is organized to 
do this work. 


GAIn FROM New PENAL 
INDUSTRIAL SYSTEM 


Freed in their industrial develop- 
ment to grow along the lines efficiency 
and sanity suggest, the prison systems 
throughout the United States, federal, 
state and city, are destined not only to 
become self-supporting but to include 
in the service they render the prisoners, 
in return for the payment made by the 
prisoners, many facilities which have 
been impossible under the extravagant 
system of inefficiency which has pre- 
vailed while the taxpayers’ money has 
been used. The rehabilitation of the 
prisoner by a method of “remaking” 


The market- 
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is destined to supersede the present 
inane methods of prison discipline. 
The physical defects of the prisoner, 
his mental vagaries, will become a nec- 
essary part of the study of penal ex- 

and their correction will be 
necessitated by the daily exigencies of 
the penal industrial system. To those 
whose interest is in this remake process, 
it needs to be pointed out that it will be 
some years before the “hard-boiled” 
taxpayer will support a political régime 
which appropriates lavishly for this 
most necessary work. Given half a 
chance, however, the new penal indus- 
trial system will meet the demand of 
the taxpayer that prisons be self-sup- 
porting, while these facilities will be 


The Earnings of Public Welfare Institutions in Relation © : 
to the Economies of Administration and Physical, 
Mental and Social Rehabilitation of the Patients _ 


(Exclusive of Prisons) 


. high costs of government, as 
well as the high costs of private 
charity, have reached the point at which 
both the public and private official, 
concerned with and responsible for the 
administration of these institutions, is 
compelled to consider whether there is 
need for the ever-expanding program 
in these fields and whether, if it prove 
that there must be a continuing ex- 
pansion, there are ways and means of 
reducing the unit cost both to the tax- 
payer and the philanthropic public. 
Public and private charity is chiefly 
concerned with the care of the indigent 
(or dependent) child and adult from 
whatever cause; the physically sick 
whether acute or chronic; the mentally 


Tue EARNINGS OF PusLic WELFARE INSTITUTIONS 


By Porrer 
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added thereunto because they are nec- 
essary to its growth. 

Thus we are contemplating much 
more than self-supporting prisons. Out 
of the present movement there will be _ 
definite economic gain. Aswas pointed 
out in a recent article in The Survey: 

To estimate the economic gain we have © 
but to figure the saving from the new meth- _ 
ods in purchasing public supplies, the sav- 
ing in maintenance of the prisoners who will 
become self-supporting, the saving to the 
charitable institutions which will no longer 
be called upon to care for their dependents. = 
What it will mean to turn out competent Ee a 
workmen from our prisons, rather than , 4 
confirmed criminals, it is for the insurance sy 
companies, the surety companies and the 


4 


sick (the insane); and the feeble- 
minded. The bill which has to be met 
to provide the necessary care for these 
dependents is enormously increased by 
the costs in the field of delinquency 
and crime, which result in large meas- _ 
ure from the unskillful and inadequate fe 7 
handling of the problems involved in 
poverty, feeble-mindedness and in- | 
sanity. 

Time has not been sufficient to en- 
able us to assemble the statistics of the 
costs of public charity throughout the 
United States, nor has it been possible 
even to estimate the institutional 
earnings, and therefore this discussion 
will be limited chiefly to known facts in 
Pennsylvania. It is, however, worthy 
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of note that with the exception of cer- 
tain penal institutions no state is able 
to report any dependable figures as to 
the net worth of the products of in- 
mate employment nor the savings in 
institutional administration due to the 
work of inmates. There is, however, a 
generally expressed opinion on the part 
of officials that the employment of per- 
sons committed to public institutions, 
if properly organized and developed, 
would materially reduce the cost of 
operation to the taxpayers. Such 
employment, properly regulated, it is 
agreed, has great palliative and cura- 
tive value in mental and physical 
disorders, and if utilized for that pur- 
pose by just so much will official and 
private philanthropy be saved un- 
necessary expense. 

The “earnings” of private and pub- 
lic institutions, exclusive of appropria- 
tions from governmental units and 
exclusive of contributions from private 
philanthropy, are to be grouped under 
two headings: 


I. Indirect Earnings (or savings): ie 


(1) Indirect Earnings or Savings 
made possible by the employment of 
inmate labor in various activities con- 
nected with the institutional adminis- 
tration. 

(2) Indirect Earnings or Savings 
made possible by the more speedy re- 
lief or cure of patients suffering from 
mental or physical disorders. = 


II. Direct Earnings: 


(1) Direct cash payments from pri- 
vate and semi-private patients. 

(2) Cash net earnings from the pro- 
ductive work of inmates. 

It is interesting to note that in very 
few institutions in other states are the 
accounts kept in such form as to make 
it possible to determine the actual 
financial saving, direct and indirect, 
due to the employment of inmates, nor 
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is there any uniform method of com. 
puting the value of commodities many. 
factured or raised on the farm, nor of 
service rendered; neither have we jp 
Pennsylvania worked out our methods 
to a satisfactory conclusion. 

The Commonwealth of Pennsy)- 
vania has been faced with the neces. 
sity of adjusting the expenditures for 
maintenance of its public charities 
within a somewhat restricted budget, 
for the years 1923-25, due to a shortage 
of funds. The appropriations made 
for tis period marked the first step in 
a centralized budgetary control for all 
departments of state government, and 
the average cut in maintenance ap- 
propriations for the state-owned insti- 
tutions amounted to 7.1 per cent, or an 
actual cash reduction of $698,438. 

In order to make it possible to intel- 
ligently supervise expenditures, a uni- 
fied system of cost accounting has been 
installed in all institutions, and in 
drawing up the budget for each insti- 


tution the superintendent and trus- 


tees have been encouraged not only to 
continue to develop the earning capac- 
ity of their institutions by collections 
from those able to pay and by utilizing 
inmate labor wherever possible, but to 
make due recognition of the money 
value both of service rendered and of 


products raised or manufactured. 


Accomplishments in Pennsylvania 


A brief consideration of the facts 
thus far recorded will be of interest. 

The fields of employment open to 
those who are dependent upon public 
and private charity are to be roughly 
classified as domestic and general 
household service; farm and garden 
labor; clerical work; common labor on 
construction jobs; industrial employ- 
ment; and the arts and crafts grouped 
under the general heading of “Occu- 
pational Therapy.” 

Farm labor, industrial occupations 
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and occupational therapy produce di- 
rect money values which can be turned 
into cash, while domestic and house- 
hold service, common labor and clerical 
service represent the indirect earnings 
or moneys saved by the employment of 
inmates instead of the employment of 
outside labor at full wage rates. 


I. Indirect Earnings (or savings) : 

In institutions for the indigent, in- 
sane and feeble-minded, there is always 
to be found a large amount of man 
power capable, under direction, of 
doing an enormous amount of physical 
work; there is a more limited supply 
of more highly skilled labor available. 

The superintendent may utilize that 
power either as a therapeutic measure 
or for economic reasons pure and sim- 
ple, but whatever the motive the two 
results are bound to show on the books 
as dollars saved and cures effected. 


Resutts FROM INMATE LABOR 


The Superintendent of the Harris- 
burg State Hospital replies to our 
query as to the value of work in a 
mental hospital by saying: 

Work offers an outlet to the patient’s 
energies, it arouses his interest, leads him 
to take pride in having done something 
worth while, improves his physical condi- 
tion, induces sleep, results in better per- 
sonal habits, aids in the recovery of many 
and delays deterioration of others. 


From one of our institutions for the 
feeble-minded comes the comment that 
After a period of training (in work) some 
inmates are an economic asset rather than 
a liability to the institution, in other words 
the value of the service rendered is greater 
than the cost of maintenance; 


and still another superintendent states: 


The psychological effect of feeling that 
they (the patients) are useful is good; they 


| are happier, give less trouble; and the more 


who can be kept occupied the better the 
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What can be said as to the showing 
in dollars and cents? . 


tory service, pantry, bakery, 
sewing and a large part of the cooking 
is done by the inmates under super- 
vision. In addition all the work in the 
dairy, including the milking, the care — 
of the stock and the chicken raising is s 
done by the girls. No eggs and no 
poultry have been bought for two years. — 
The truck garden and a large part of 
the farm work is also done by the in- 
mates and a careful estimate seems to y 
indicate that the cost of operating the 7 ax 
institution is reduced one third; an 
annual saving to the taxpayer of ap- a 
proximately %30,000 or an average 
annual earning per head of the popula- 
tion, which numbers 150, of $200, or 
deducting for Sundays and holidays, — a: 
an earning of 66 cents per day. ge. 
A study of the report from Polk 7 . 
State School for the feeble-minded, an 2 ; 
institution for juvenile training, but _ 
which in the course of the twenty-five — : 
years of its existence has accumulated 
a large percentage of adult population 
both male and female, shows an es- _ 
timated annual saving in labor charges 
in the operation of the plant, which 
houses over 2,000 inmates, of approxi- _ 
mately $139,000. 
This figure is calculated as follows: 
Painters, carpenters, bakers trained in 
the institution are figured at a daily 
rate of pay of $1.50; dairymen, tailors, 
road makers, stock men are figured at a Y ; 
daily rate of $1; those trained in shoe _ 
repairing at 75 cents per day; those en- — 
gaged in poultry raising, farm and ~ 
garden, laundry, mattress making, 
sewing, at 50 cents per day; domestic _ 
service is rated at only 15 cents per — 
day. A careful record is kept of the . 
daily employment. 


atmosphere around the institution. The labor-saving on the erection of a 
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new power plant at Danville State 
Hospital amounts to $100,050. Tor- 
rance State Hospital shows remarkable 
saving in concrete work in bridge con- 
struction. The actual cost per cubic 
yard for the concrete poured by patient 
labor was $3.50. Work done by con- 
tract at that time cost $12.50 per cubic 
yard. The same institution reports a 
reservoir dam, with valve houses, 
constructed by patient labor at $3.10 
per cubic yard, the finished work being 
pronounced by the consulting engineer 
to be the “best concrete job he has 


seen. 


Savings in Maintenance 


Another indirect source of saving in 
institutional management has been 
brought to light by a comparative 
study of budget figures relating to 
specific items of maintenance. 

The item of clothing for the patients 
in the state custodial institutions is 
very heavy. In reviewing the figures 
for this item it was discovered that 
Warren State Hospital showed an an- 
nual per capita expense of $7.70; while 
the highest rate in the mental hospital 
group was $18.83, with the general 
average for the eight state mental hos- 
pitals, $14.02. 

The population of the institutions is 
approximately 12,400. If clothing can 
be provided at the per capita rate of 
$7.70 this means an annual outlay of 
$95,480, as against an outlay of $173,- 
848, if the average rate of $14.02 pre- 
vails. The question then arises: Are 
the lower costs of clothing the patients 
due to inadequate and improper cloth- 
ing or to some other factor? 

A study of the situation disclosed 
that Warren State Hospital has de- 
veloped social service and that one of 
its social aims is to keep the family 
and the patient in contact, to maintain 
a sense of family responsibility for the 
patient, the visible expression of that 
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responsibility being the clothing fyp. 
nished as the wardrobe of the patient 
wears out. This is, of course, not 
possible in every case, but when pos. 
sible it serves two very important 
purposes: economy in institution ad. 
ministration strengthening of 
family ties. Great indirect i 

may therefore be expected from funds 
expended in social service in the state's 


custodial institutions. 
ReEsuULTS FROM OcCUPATIONAL 
THERAPY 


Occupational therapy perhaps com- 
bines most successfully the direct and 
indirect methods of saving and earning 
in institutional administration, al- 
though the actual figures are difficult 
to determine. Not only are individual 
patients cured as a result of the intel- 
ligent application of occupational ther- 
apy and therefore cease to be a charge 
upon the public funds, but in a far 
larger number of cases improvement is 
so marked that restraint is not needed, 
the number of paid employes is re- 
duced in consequence and the actual 
cost of operation of the plant is ap- 
preciably less. 

Moreover, a properly organized de- 
partment of occupational therapy uses 
in its productive work a large amount 
of otherwise waste material; for ex- 
ample, old burlap, carpet rags, tin 
cans, etc. The articles made have a 
sales value, if of first grade, and if the 
policy is adopted of pooling the income 
from these sales in a revolving fund 
from which raw material may be 
purchased and which may also supply 
various kinds of recreation and en- 
tertainment for all the patients; the 
institution has thereby provided an 
additional therapeutic measure with- 
out cost to the taxpayer. 

In addition, a department of occu- 
pational therapy can undertake to doa 
considerable amount of institutional 


. 
{ 
- 
| 
4 
= ] 
7 
. 
| 
4 
‘ 
: 


ir work and can provide articles 
which the institution would otherwise 
be obliged to purchase; as, for example, 
baskets, rugs, chair caning, etc. 

It is estimated that actual sales of 
the best product of the occupational 
therapy department in any institution 
will easily amount to $100 per month, 
this after all being the least valuable 
of its returns to the institution. 


SAVINGS THROUGH SOCIAL SERVICE 


Indirect earnings may also be ex- 
to accrue to the state from the 
establishment of an adequate psychi- 
atric social service in connection with 
every mental hospital. It is well 
known that in every mental hospital 
there are a number of patients who 
could safely be returned to their homes 
if adequate supervision were provided. 
This supervision is needed both by the 
family and the paroled patient. One 
psychiatric social worker can be se- 
cured for $3,000 per year and is capa- 
ble of supervising approximately 100 
patients. It costs the mental hospi- 
tals in Pennsylvania $300 per year to 
maintain a patient, or $30,000 to 
maintain 100 patients; the net annual 
saving of $27,000 is the alternative to 
be considered in the face of a capital 
outlay for new construction, which 
must otherwise be undertaken in every 
state in order to keep pace with the 
annual increase in the number of the 
insane requiring institutional treat- 
ment. (For Pennsylvania that annual 
increase approximates six hundred.) 
It is obvious from the facts stated 
above that there is a possibility not 
only of reducing costs to the taxpayers 
by the indirect earnings (or savings) in 
institutional administration by the use 
of inmate labor, but there is also a very 
real possibility of retarding the ever- 
increasing demand for service by cura- 
tive means, work being one of the 
therapeuticagents.§ = 
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II. Direct Earnings: 


The industries in Pennsylvania’s in- Bz 
are not 
thoroughly organized and very little 


activities beyond the possible con- _ 


stitutions for dependents 
effort has been made to extend the 


sumption of the products manufac- 
tured within the individual institution. 
Even so, the actual saving in institu- 
tional operating costs, including all 
mental hospitals, schools for the feeble- 
minded, and the juvenile correctional 
institutions amounts, on the products 
from farm and garden and from indus- 
tries, to 6.3 per cent of the total ex- 
penditures for the year, or $308,244 in 
a total outlay of $4,849,461. 

The institutions for the juvenile 


feeble-minded show the lowest per- 


centage of saving: 2.39 per cent; 
Laurelton, which cares for the feeble- 
minded woman of child-bearing age 


scientific training is carried on, show 
savings of 7.8 per cent; the mental _ 
hospitals show 7.3 per cent savings on — 


an average, while the highest rate of 
savings from these sources is 11.5 per 


cent and is to be credited to Muncy — ye. 
Farms, the institution for the care of _ 


delinquent women between 16 and 30 
years of age. 


These variations in percentage are 
easily explained when the type of in- _ 


a: 


dividual in care is considered. The _ 
juvenile feeble-minded has before him 
many years in which he is capable of 


no production whatsoever, while at 
the same time requiring many years 
of expensive training. The delinquent 


young woman on the other hand is at _ 


the peak of her physical capacity; as a 
rule she is active with energies to be 
directed into productive channels, and 
there is in this group a considerable 
mixture of normal mentality which 
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Some EXAMPLES 


An illustration of the possible earn- 
ing power of some of our institutions 
with a free market available is to be 
found at Torrance State Hospital and 
at Fairview State Hospital (for the 
criminal insane). 

At both of these institutions there 
are clay banks which have been de- 
veloped for the manufacture of brick. 
Torrance has manufactured brick for 
its own use at a cost of $7.52 per 
thousand; brick of the same quality was 
selling at Pittsburgh at the time for 
$22 per thousand, and the hospital 
could have sold F. O. B. on its own rail 
siding at that same rate. Also, for 
their own use they manufactured tile 
5” x 8” x 12” at a cost of $38 per thou- 
sand, the same quality selling in the 
open market from $80 to $84 per 
thousand. Were these institutions 
free to sell their product in an open 
market the costs to the taxpayer for 
their maintenance would be materially 
reduced. 

The industrial shops in the institu- 
tions for state wards (except in state 
prisons and reformatories) have not 
been developed, as noted above, to 
supply an outside market. In spite of 
this fact the products of these shops 
are valued at $79,300 for the year. It 
is desirable that all the available man 
and woman power in these custodial 
institutions be linked up, in so far as 
possible, to productive work, not only 
for the saving likely to result to the 
taxpayer, but for the curative effect 
upon the patients and also the possible 
contribution to the economic stability 
of the family of the patient from which 
the breadwinner has been removed. 

A program which is to combine these 
three ideas must be conceived by those 
who recognize the importance of the 
mental therapeutics of work and give 
to it the necessary emphasis as against 
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“production” and “profits.” This js 
true whether the industries be in mep. 
tal hospitals or in prisons. 


Se_F-SupporT OF THE STATE-Owngp 
GENERAL Hospirtats or Pennsy,,. 
VANIA 


The state of Pennsylvania, unlike 
other states, has added to her publie 
charities subsidies to private hospitals 
for the acutely ill and has undertaken 
the support of state-owned general 
hospitals in the coal regions. The 
subsidies to private medical charity 
date back for their beginnings to 
Colonial times, while the establish- 
ment of emergency hospitals in the 
coal regions seemed an obvious duty 
twenty-five years ago, at a time when 
there were no hospitals in those regions 
and when safety in the mines was not 
even as great as it is today. 

The support of the state-owned 
general hospitals has in recent years 
become excessively burdensome; one of 
them, for the year ending May 31, 
1922, showed a per diem per capita cost 
of over eleven dollars, while all of the 
institutions save one, the Hazleton 
Hospital, showed an annual deficit. 
The impression prevailed in many 
quarters that everyone was to be 
treated “free of charge’’ because the 
institution was owned by the state. 
Moreover, in regions in which hospitals 
had been established through private 
charity, such a condition resulted in 
unfair competition in a field of activity 
which is ordinarily considered outside 
of state function and is frequently 
classed as “‘State Medicine.” 

In the year 1915 the Workman's 
Compensation Law placed upon a 
sound basis the relief to be rendered 
the man injured in the pursuit of his 
calling in the mines and elsewhere and 
provided for the compensation of the 
hospital rendering the service. 

In these state-owned institutions the 
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economic problem presented is, there- 
fore, that of businesslike collections 
from the insurance companies in con- 
nection with all mine accidents; an 
adequate social investigation of all 
other applicants for free treatment to 
determine whether the individual is in 
fact entitled to free treatment, or 
whether he can contribute something 
toward his support; proper adjustment 
and standardization of rates charged in 
private rooms, public wards, labora- 
tories and operating room; and a 
proper proportion between the number 
of ward and private beds; these factors 
combined with economic buying and 
issuing of supplies. 

The result of the effort to apply 
sound business principles, interpreted 
and applied in the light of sound social 
policy, has produced interesting results. 
One institution accustomed to show a 
quarterly deficit of from $10,000 to 
$25,000 is now able to show a balance 
of from $5,000 to $10,000. The defi- 
nite tendency which is shown for the 
unit per capita collections to rise, 
while the unit of expense tends to fall, 
gives promise of a balanced budget in 
many of our institutions within an- 
other year, with no impairment of 
service rendered. 

A study of the earnings of this group 
of the state’s public charities gives 
interesting comparative figures. The 
earnings from patients in the several 
institutions for the year ending May 
$1, 1923, were reduced for purposes of 
comparison to a daily per capita 
earned by dividing the total number of 
days of treatment given during the 
year into the total earnings from pa- 
tients (this being exclusive of any ap- 
propriations from the state). 

This per capita earning for the year 
was then compared with a similar 
figure based upon the reports for the 
six months ending November 30, 1923, 
this period representing the first sys- 


tematic attempt to keep within Wilh 
etary provisions. 
The application of sound business 
and sound social policy shows an in- __ 
crease in per capita earnings of 37. om By 
per cent, the lowest per cent increase ae 
being 19 per cent with the highest 64 ee, x 
per cent. " 
This question may be raised: Isthe 
increase in per capita earnings due to a 
decrease in the number of days of care 
given on the wards because of the un- 
willingness or inability of patients to 
come to the hospital under the new 
conditions? We believe not. We 
have, of course, the quarterly reports 
for the periods of the year (summer and 
fall) in which the demand for hospital 
care is lightest, and yet accepting these 
figures as the basis for calculating the 
year’s work we find an actual increase 
of 1.3 per cent of days of service ren- 4 


dered. 


OVERCOMING THE EvILs or STaTE 
SUBSIDY 

Perhaps there is no task so thankless 
as that of bringing back to conscious- 
ness human beings who have needlessly __ ; 
taken of the anaesthetic of public. oi 
charity, and placing their feet on the 
hard road of self-dependence, paying 
their own way either in whole or in 
part when they are in a position to do 
so; and yet it is along that road that 
a sturdy American democracy must 
travel and the agency of government or 
of private philanthropy which points 
the way and blocks the road to pauper- 
ism must accept the thankless aie 
as one of its highest functions. 

William J. Norton, in his recent a 
ticle, What the Client Pays,' says: ; 

American social philosophy has always 
been fundamentally a philosophy of in- 
dividualism. Social work sums it up in its 
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nothing. 
- ceeded state grants by 82 per cent; in 


a level of self-support and self-respect. 
This homely philosophy agrees with my 
business man in demanding that every one 
of earning age ought to pay for what he 
gets if he possibly can; but it goes further 
and supports the right of the individual 
to pay at least in part if he cannot pay in 
whole. The fee for service rendered is 
justifiable, in the philosophy of American 
life, because it is a means towards the reten- 
tion or restoration of that self-respect which 
goes with the dignity of self-support. Yet 
it is a delicate instrument; if it is pushed too 
far in the practice of philanthropy the 
result is social injury rather than social 
advantage. 

What is true of individuals is true of 
institutions. Pennsylvania is today 
working out a double experiment in the 
field of medical charity. Her policy 
of state subsidy has dried the springs of 
private charity to her medical institu- 
tions to an alarming degree, and has 


142 


_ diminished the incentive which spurs 


trustees in other states to accumulate 
adequate endowments. As evidence 
of the unfavorable effect of state grants 


upon the accumulation of private 


gifts, the figures from the reports of 
the State Board of Charities are worth 
In 1890 private gifts ex- 


1910 private gifts had decreased while 
state grants had increased and exceeded 
private gifts by 521 per cent. 

The former policy of basing state 
subsidy to the institution upon the 


ability of that institution to “show a 


deficit” was in turn bound to result in 
careless collections from persons able 
to pay in whole or in part for service 
rendered, and the fact that it was not 


- required that evidence be shown that 


the service rendered was given to per- 


- sons actually entitled to it, resulted in 


unnecessary expense to the state. 

The problem would have been diffi- 
cult enough had there been no reduc- 
tion in the state appropriations to the 


_ private hospitals, but when a drastic 
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cut of 40.4 per cent in the total ap. 
propriation, as contrasted with the 
previous biennium, was combined with 
a definite effort on the part of the state 
to encourage collections from persons 
able to pay, and when the state de. 
clined to accept as charges upon itself 
the persons for whom other provision 
was made, as, for example, through 
the Workman’s Compensation Fund, 
etc., then indeed was the task of in. 
stalling sound business methods, tem. 
pered by sound social policy in the 
hospitals, difficult. 


Self-Support by Patients 


Recalling the words of Norton that 
the “fee for service rendered” js 
Fe a delicate instrument; if it 
is pushed too far in the practice of 
philanthropy the result is social injury 
rather than social advantage,” it has 
been the belief of the Department of 
Welfare that the whole question of 
collections from patients should be 
based, as far as possible, upon a “social 
investigation” as understood by the 
hospital social worker. 

And here the Department meets 
with a curious phenomenon, namely, 
the unwillingness on the part of some 
of the trained hospital social workers 
to recognize that they have a real con- 
tribution to make to the social welfare 
of the patient and the economic welfare 
of the hospital by undertaking the 
credit investigation in the case of per- 
sons applying for state care. With 
this as a handicap on the one hand, 
there is on the other the utter lack of 
understanding, on the part of the ma- 
jority of hospital officials, of the pur- 
pose of hospital social service, and the 
credit investigation tends to become a 
cold-blooded business proposition. 

In order to obviate these difficulties 
the Department is calling to its field 
staff trained hospital social workers to 
serve in the capacity of “credit offi- 
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cers,” whose duty it is to visit each 
hospital, to pass upon the applications 
made for state care, to “sell” the idea 
of real hospital social service to those 
institutions which have no apprecia- 
tion of their possibilities, and to inter- 
pret to the trained hospital social 
worker the connection between the 
business affairs of the hospital and the 
social welfare of the patient. 

To facilitate the work of determining 
the right of patients to medical care 
at the expense of the state, the ac- 
companying form has been devised on 
which the patient desiring such care 
makes his application. 

This form is supplied to the hospitals 
by the state, and when properly filled 
out is the evidence of service rendered, 
and when checked and accepted by our 
credit officers becomes a charge upon 
the state appropriation for the care of 
the indigent sick. 

The results of this method of de- 
termining the ability of patients to 
pay have been gratifying to the state, 
and should be equally gratifying to 
those who administer our great private 
hospital charities, since it is shown that 
the application of sound business 
principles, combined with sound social 
policy, has not diminished the service 
which the hospitals have rendered, as 
was feared and prophesied, but an 
actual increase of days of care has 
been noted, as in the state-owned gen- 
eral hospitals. In addition the per 
capita earnings have increased in 
many institutions. 

For purposes of this study, a group of 
hospitals was selected as being gener- 
ally representative of the hospitals of 
the state and the per capita earnings 
were worked out after the same plan 
used with our state-owned hospitals. 

We find that the earnings per capita 
for the year ending May 31, 1923, 
averaged for the group $2.60. For the 
six months ending Noyember 30, 1923, 
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this being the first six months of the 
new fiscal period, with collections made 
according to the new system, the per 


capita average earnings were $3.01, an — 


increase for the group of 15 per cent. __ 


Of the group studied one showed a de- 
crease in collections per capita of 10 
per cent, while the percentage of in- 
crease ranged from .3 per cent to 64 
per cent. 


Such a demonstration of the ability — 


of hospitals to increase their per capita 
earnings, without restricting the work 


done, should stimulate the generous _ 


public to demand the application of 
intelligent social service at every credit 
desk in every hospital. 


It is, of course, premature to proph- — 


esy the final result of this change of 
business method in connection with 
state subsidy to private charity. It 
would appear, however, that it is 
probable that increased collections, 
increased endowments and increased 
self-respect, on the part of those in 
need of state aid in illness, will be the 
result. 


Every well-conducted business from 


time to time takes account of its so- 
called “bad bills.” Too frequently in 
state affairs no adequate effort is 
made to collect obligations overdue, 


and the same is true of private hos- — - 


pitals. 


The state of Pennsylvania, through _ 
the office of the Attorney-General, _ 


has made a systematic effort to collect 
for the care of the insane from the re- 
sponsible relatives able to pay for 


such care, and the income from this | 


source has in the last eight years 
brought into the state treasury over 
$1,400,000, a very substantial help in 


meeting the state’s obligations, 


Patient Aid to State Forests 


In addition to increased earnings, 


gy 5 


increased savings and increased collece => 
tions in state-owned institptions, there 
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is a potential source of increased wealth 
for the state to be found in the con- 
servation of at least one great natural 
resource. 

Penns Woods have long since fallen 
under the woodsman’s axe but they 
can be restored, by an intelligent ap- 
plication of the man power at present 
hedged in by the walls of custodial and 
correctional institutions, to the de- 
velopment of tree nurseries. 

In six of our mental hospitals and 
two correctional institutions such nurs- 
eries are in successful operation. Since 
the nurseries are small it is not eco- 
nomically possible to maintain a fores- 
ter at each plant, but under the dis- 
trict forester the work is successfully 
carried on by the institutional staff 
and the patients. 

The major item of expense in the 
growing of trees is labor: 62 per cent 
of the total cost. Since the establish- 
ment of the institutional nurseries in 
1921, over 84,000 trees have been 
shipped, and a recent inventory shows 
over 310,000 which will be ready for 
shipment in 1925. In addition, plans 
are under way for the development of a 
large nursery at the central peniten- 
tiary at Rockview which, beginning 
1927, should be capable of producing 
annually 6,000,000 trees ready for 
transplanting. 

There are over 3,000,000 acres of 
idle land in Pennsylvania suitable only 
for the production of timber. 
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the year 1923 the Department of 
Forests and Waters reports the plant. 
ing of 5,435,817 trees on 4,500 acres, g 
rate of planting so slow that it wil] 
require 600 years to bring back to 
productivity land which should be 
replanted at once. 

The law permits both the Depart. 
ment of Forests and Waters and the 
Department of Welfare to grow and 
distribute forest trees. No more 
profitable long-term investment can 
be undertaken than this. ; 

To summarize: ‘ 

1. The employment of the men and 
women in the custodial institutions of 
the state will result in large financial 
saving to the taxpaying public. 

2. Such employment will also result 
in the cure of many patients. 

3. The material resources of the 
state may be increased by the use of 
the man power now too often idle. 

4. Improved business methods in 
private and public charitable under- 
takings, combined with a sound social 
policy, will not only diminish unit 
costs of operating these institutions, 
but will tend to maintain self-depend- 
ence and self-respect of those who may 
from time to time be in need of financial 
assistance. 

5. To promote the development of 
sound business policies a uniform sys- 
tem of cost accounting is necessary in 
all public and private charitable under- 
takings. 
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TUDENTS of public administra- 
tion have observed the wasteful 
manner in which most governmental 
units employ their cash. This is quite 
from, and doubtless far less sig- 
nificant, than their wastes of material 
things and of human labor. In the 
latter fields much has been written and 
many striking improvements have been 
effected, but economical management 
in governmental cash operations is 
still terra incognita to most students of 
government as well as to legislators and 
administrative officials. There is room 
for inquiry and for substantial improve- 
ment in this aspect of governmental 
management. In this respect the ad- 
ministration of most successful private 
corporations has been far more econom- 
ical and efficient than has usually been 
the case with governments. 

In a general way, the superior econ- 
omy of private management of cash lies 
in the practice of maintaining only such 
cash balances as the nature and volume 
of the business require, in borrowing at 
such times and in such amounts as will 
not incur waste of interest, and in the 
investment of surplus cash so as to 
bring larger returns than can be secured 
by allowing such surpluses to remain on 
deposit. ‘There are notable exceptions, 
but usually governments violate all 
these rules of good husbandry. 


CoMPLICATING ELEMENTS 


On first examination, the subject of 
interest on public deposits would ap- 
pear to present merely the problem of 
securing for the city, school district, 
county, state or nation at least as large 
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a return on its bank balances as can be 
obtained by any other depositor—a 
sort of “‘most-favored-nation”’ arrange- 
ment. But the subject ramifies into 
a number of allied considerations, some 
of which would require more space than 
this brief paper affords for adequate 
separate treatment. 

For instance, the banking commis- 
sioner of one of the large states ex- 
pressed the view that it was contrary to 
good public policy for the treasury 
department of the state to endeavor 
to secure high rates of interest on its 
deposits while the regulatory branch of 
the same government was endeavoring 
to discourage banks from securing busi- 
ness at such rates as tempted the mak- 
ing of unsound loans and investments. 
Whether this view would go so far as to 
insist that public deposits should bear 
lower rates of interest than private 
accounts is not known, but the point 
illustrates the kind of consideration 
that enters into the formulation of a 
policy. 

Another and far more important 
problem in connection with public 
deposits is the question of collateral 
security. It is a widespread and grow- 
ing practice for states and local govern- 
ments to require either surety bonds 
or securities for the protection of public 
deposits, and the Federal Government 
also makes this requirement. Most 
bankers acquiesce in this arrangement, 
and it would seem to be justified on the 
ground that a public deposit concerns 
all the people and is therefore entitled 
to this preferential treatment. On the 
other hand, one of the foremost institu- 
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tions of the country declined to become 
a state depository—an act of genuine 
_self-denial—on the ground that it is 
unethical banking to afford peculiar 
safeguards for any depositor that are 
not provided for all, regardless of the 
between public and private 
funds. So far as has been ascertained, 
_ private deposits are rarely, if ever, 
secured in this manner, but it is not 
unusual for large depositors to insure 
their bank balances with surety compa- 
nies, the depositor paying the premiums 
and making all the arrangements. On 
the whole, opinion seems to favor the 
special protection of public deposits, 
and the added cost has not been suffi- 
cient to deter banks from seeking 
public accounts. 
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Up to very recent years the usual 
attitude of the legislator or the admin- 
istrative official has been one that was 
more solicitously concerned with the 
advantage of the banks than with 
the interests of the taxpayers—again 
merely a specialized aspect of a gen- 
eral viewpoint. Obviously, personal 
friendships, political alliances and 
close business affiliations determined 
this attitude. It is still very wide- 
spread, but a better-infcrmed and more 
exacting public opinion is steadily 
securing legislative enactment that 
puts the public interest first. Illustra- 
tions of progress along these lines will 
be cited later. 

In years past favoritism was the gen- 
eral rule, and selecting the public de- 
positories was regarded as one of the 
perquisites of political power. The 
tendency to protect the taxpayer by 
more rigid statutory control of interest 
rates and increasingly by the require- 
ment of collateral security, has been 
accompanied by regulations tending 
to eliminate or lessen the personal 
equation by requiring competitive 
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bidding for deposits and by providing 
for the distribution of public deposits 
among eligible banks in an equitable 
ratio—usually in proportion to capital, 
surplus and undivided profits. 
Beside the motives of political, per. 
sonal and business friendships, there 
have been relations between officials 
and banks here and there that have 
been simple graft, although probably 
the direct money bribe has been rel- 
atively rare. The graft has usually 
taken the form of credit extended by 
the favored bank directly or indirectly 
to the official able to influence the se. 
lection of the depository. Unfortu. 
nately, this is not altogether ancient 
history. Within very recent years it 
was alleged that a powerful fiscal off- 
cer in one of our states was granted 
lines of credit on his own name by 
public depositories which lines, to put 
it euphemistically, were a bit liberal. 


Tue ATTITUDE OF THE Banks 


With rare exceptions, banks every- 
where have sought public deposits, 
Usually the accounts have been prof- 
itable in themselves, and in this en- 
lightened day the better-administered 
banks know to a certainty whether a 
depositor’s business is worth having. 
Analysis departments are now common 
features of the larger urban banks, and 
they have applied the technique of cost 
accounting to their business. Accord- 
ingly, banks are no longer in the dark 
as to the value of any business—publie 
or private—and they solicit accounts 
or pass them by guided mainly by busi- 
ness considerations. 

There is, however, a “psychic” 
factor which influences banks to go after 
public business—the element of adver- 
tising. The banks know that it im- 
presses the public when they letter 
their windows with the legend “U. §. 
Depository” or “State and City De 
pository.” In fact, it is fair to assume 
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t this advertising value is at least 
sufficient to offset the cost of insuring 

ernmental deposits, so that the 
latter factor can be eliminated in de- 
termining just and proper rates of 
interest. 

The banks and trust companies, 
although under rigid official supervi- 
sion and controlled by restrictive laws, 
are private business concerns and as 
such want to make profits. They 
function, as do other businesses, on the 
principle of buying as cheaply as possi- 
ble and selling as dearly as they can. 
With this, in our economic system, 
there is and should be no quarrel. The 
banking business is highly competitive 
—much more so than is generally be- 
lieved by the man in the street. Usu- 
ally, the banks are conservatively con- 
ducted and the more successful ones 
pay handsome dividends without re- 
sorting to hazardous ventures, either 
by attracting deposits at excessive 
interest rates or by making loans at 
high rates involving undue risks. 

The business being competitive, each 
bank endeavors to secure the desirable 
business on as favorable a basis to it- 
self as possible. The individual or 
corporation depositors, alert to their 
best interests, make banking arrange- 
ments on the best terms consistent, of 
course, with safety andservice. Nowa- 
days, interest on balances is a factor in 
securing deposits, and there is no hard 
and fast rule among banks regarding 
interest arrangements. The same in- 
stitution will pay varying rates on dif- 
ferent accounts, depending on the size 
of the balances, the cost of handling the 
volume of items, and whether or not 
there are other forms of revenue ob- 
tainable through holding the account, 
¢.g., purchases of securities, trust busi- 
ness, foreign exchange, and manage- 
ment of real estate. 

The banker, then, wants the depos- 
its; he wants them as cheaply as he can 


get them; he will pay interest up toa 
point where so doing leaves him a — 
profit. 

In former years a type of abuse of 
trust on the part of officials was the 
conversion of interest on the public’s | 
bank balances to the personal use of the _ 
official. An outstanding instance of 
this practice was disclosed by a report 
of the Chicago Bureau of Public Effi- 
ciency a little over ten years ago. 
That report revealed the fact that in a 
single year the treasurer of Cook 
County had retained for his own use _ 
over $130,000 of the interest on the 
county’s deposits in banks. The evil 
was remedied by simple legislation; 
today the banks pay 3 per cent per 
annum on Cook County’s funds, but | 
the interest goes into the treasury. 
That the item of interest is considerable 
is realized from the fact that the treas- 
urer of the county is the principal tax _ 
collector of that congeries of govern- _ 
ments making up metropolitan Chi- 
cago, and his daily bank balances prob- 
ably average no less than $75,000,000 
for at least half the year. 

That form of abuse is not so general 
today—here and there a sheriff or a — 
clerk of court or an institutional super- 
intendent will pocket interest on money 
held in bank by him in his official capac- 
ity, but these are the lesser evils, and 
their shrift is short. Nowadays, laws 
or ordinances usually prescribe the 
turning over of all interest to the public 
treasury. In fact, treasurers and other 
fiscal officers have become mere minis- 
terial officers in some jurisdictions 
because virtually all discretion as to the 
handling of funds is taken from them 
by detailed regulations. 


One or ABUSE 


In SoME OF THE STATES 


A period of about twenty-five years 
has seen a vast improvement in the 
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interest return on public deposits. Of 
course, this is partially due to a rise in 
interest rates in general during that 
interval, but it is mainly due to the 
higher standards of administration and 
to improving criteria of stewardship. 
In Pennsylvania, for example, there 
was apparently no statutory regulation 
of the interest to be paid on the state’s 
deposits prior to an act of June 15, 
1897, when the interest was fixed at 
14 per cent per annum. In 1906 the 
famous “penitential” session of the 
legislature raised the rate to 2 per cent, 
which remained undisturbed until 1921, 
when the rates were made 2 per cent on 
active and 3 per cent on inactive ac- 
counts. These rates have continued in 
force, but they are the minimum under 
the provisions of Governor Pinchot’s 
reorganization code of 1923. The state 
depository board could fix a higher rate, 
and doubtless have power to introduce 
the feature of competition. All state 
deposits in Pennsylvania are secured 
by surety bonds or by approved nego- 
tiable securities. 

New York State also requires secu- 
rity for its huge bank balances, but it 
gets not less than 3 per cent on all ac- 
counts and the rate goes as high as 34 
per cent. In New York the state 
comptroller’s discretion determines 
many of the arrangements with deposi- 
tories, unlike Pennsylvania where 
nearly all points are covered by statute. 
Another difference between these large 
states is the fact that in Pennsylvania 
the inactive deposits are broken up and 
rather widely distributed, and even the 
“pets” (the active depositories) are 
seven in number, while in New York 
two large institutions in the metropolis 
seem to have the inside track and have 
the bulk of the state’s funds. 

When we glance at things in New 
Jersey we come to the first touch of 
humor in this dry subject. The law in 
that state naively prohibits the placing 
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of state funds in any depository offer. 
ing to pay interest at a higher rate than 
2percent! This Spartan self-abnega- 
tion has been explained on the theory 
that paying the state a low rate of inter. 
est insures conservative management 
of the banks and hence safety for the 
public funds. Possibly the practice of 
the state influences the city of Newark, 
which also gets only 2 per cent on all its 
funds. This easy arrangement (for 
the banks) is by agreement and is not 
regulated by statute or ordinance. 

Others of the larger states have vary- 
ing arrangements. ‘There is no rule or 
principle that governs these variations. 
We do not find, for instance, that East- 
ern states, being more highly developed 
and older, always receive lower rates 
on their deposits than Western states 
where the money market is invariably 
higher and the cost of doing business 
usually lower than in the East. Quite 
the reverse is sometimes the case, for, 
as stated above, some of New York’s 
funds get as much as 3} per cent inter- 
est, while Wisconsin’s treasury gets but 
24 per cent on its deposits in banks. 

Michigan gets 2} per cent on active 
accounts and 2? per cent on inactive; 
Missouri has in recent years averaged 
over 3.70 per cent. 


A Few or THE LARGER CITIES 


During Mayor Mitchel’s adminis- 
tration, City Chamberlain Bruére made 
a study of the conditions governing 
New York City’s huge balances in 
banks, and introduced a number of 
drastic reforms. He introduced a 
system of competitive bidding by 
means of which the rates were raised to 
relatively high levels, but the maximum 
is now set at 3 per cent by a clearing 
house rule for members of that body. 
Three per cent is now being paid on 
most of the inactive deposits and 2 per 
cent is the rate on the city’s active 
accounts. Under Mr. Bruére’s system, 
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the deposits were more widely diffused, 
but at present there is evidence of 
marked favoritism. The banks are 
required to furnish security on the in- 
active but not on the checking ac- 
counts. 

Chicago’s relations to its depositories 
are governed by statutes which require 
bidding. The maximum that may be 
deposited in any institution is deter- 
mined by law in relation to its capital, 
surplus and undivided profits. In 
practice, the large clearing house banks 
bid the same rate, while the smaller 
institutions vary. On the bulk of the 
city’s money 3 per cent is received. 

St. Louis and Kansas City, both in 
the same state, offer a marked contrast 
in the returns on city deposits, the for- 
mer receiving from 2} per cent to 
slightly over 33 per cent, while the 
latter enjoys a range of from 4.03 per 
cent to 5.02 per cent with an average of 
over 4} per cent. Doubtless these two 
money markets present different con- 
ditions, but there is room for the opin- 
ion that competition is keener for the 
city’s deposits in Kansas City than in 
St. Louis. 

Cleveland, in keeping with its de- 
served reputation for civic leadership, 
seems to have developed considerable 
competition among the banks for the 
city’s deposits. Their active and in- 
active accounts have both borne rates 
about 4 per cent. The bids are for a 
three-year contract, and the deposits 
are secured. Detroit also secures bids, 
but they cover one-year arrangements. 
The city receives 2§ per cent on its ac- 
tive account and from 2} per cent to 3§ 
per cent on its inactive funds. The 
latter are distributed among the banks 
in proportion to capital and surplus. 

San Francisco—a unified city and 
county—received the traditional 2 per 
cent on its bank deposits until four or 
five years ago, when the mild stimulus 
of a civic association resulted in an in- 
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crease to 3 per cent, which has contin- 
ued to be the rate. This city has a 
modern feature in its charter by author- 
ity of which surpluses may be invested, 
under certain restrictions, and this 
power has been availed of at times when 
proceeds of bond issues have not been 
immediately required. 

Philadelphia began requiring 2 per 
cent on its inactive accounts in 1892. 
Its active accounts continued to be 
free of interest, and that pleasant ar- 
rangement was continued down to 
1915, when a rate of 24 per cent was 
fixed by ordinance on all deposits— 
active and inactive. In 1920 the rates 
were raised to 3 per cent on both kinds 
of deposits, at which rate they now are 
credited. 

In Philadelphia the city’s deposits 
are not secured. The city keeps large 
balances, averaging throughout the 
year roughly $15,000,000. Practically 
every incorporated bank and _ trust 
company in the city is an inactive de- 
pository, the funds being distributed in 
proportion to capital surplus. 
There is little opportunity for favorit- 
ism under this rule. There are, how- 
ever, six active depositories, each of 
which has a city balance usually up- 
ward of $300,000, over and above the 
inactive deposit allotted on the pro- 
rata basis. 


In CerTAIN URBAN COUNTIES 


New York, Philadelphia and San 
Francisco are not afflicted with separate 
county treasuries. Chicago and Cook 
County both have their bank deposits 
regulated by state law, and, as indicat- 
ed by the foregoing discussion, receive 
substantially the same rate of interest 
on their bank deposit. Some of the 
independent boards and commissions 
in that amazing urban hodge-podge are 
free of statutory supervision, however, 
and do not fare quite so well as the city 
or the county. 
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Usually county government is less 
efficient and more “political” than 
city government and, were it possible 
to make an exhaustive compilation of 
the interest on bank balances received 
by cities and by urban counties, the 
cities probably would be found to be 
getting higher rates asarule. Perhaps 
Cuyahoga County, Ohio, would be 
typical. It receives a slightly lower 
rate on the average from the same 
banks that hold the deposits of the city 


of Cleveland. Jackson County, 
Missouri, presents another typical 
situation. That county’s funds at 


present receive an average of about 
3.90 per cent as against Kansas City’s 
average of over 4} per cent. 

On the other hand, Wayne County, 
Michigan, reports as high a return as 
4 per cent on some of its inactive ac- 
counts as compared with Detroit’s 
maximum of 33 per cent. This latter 
exception proves little, however, as an 
analysis of the average return would 
doubtless show to the advantage of the 
city’s stewardship. 

A factor not to be overlooked in com- 
paring cities and counties in their re- 
lations to their depositories is that even 
though the cities are likely to maintain 
larger balances in bank, their active 
accounts are usually costlier to handle 
for the reason that they have a very 
much greater number of items than do 
the counties. 


Uncie Sam AND His Bank Accounts 


Section 5153 of the Revised Statutes 
of the United States (1878) still governs 
the ordinary deposits of the Federal 
Treasury in banks. It provides that 
every national bank, designated for 
that purpose by the Secretary of the 
Treasury, should be a depository for 
public money. It requires the secur- 
ing of such funds by United States 
bonds or other satisfactory security, 
but detailed regulation is left to the 
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Secretary of the Treasury. It appears 
that this discretionary power did not 
function in the direction of requiring 
interest on the Government’s deposits 
until June 1, 1913, since which time 
2 per cent has been the prevailing rate. 
The Federal Reserve Act, the Postal 
Savings Act and the various Liberty 
Loan Acts have modified the relations 
of the Federal Treasury with the banks, 
but most of the conditions do not here 
concern us. The Federal Reserve 
Banks now function as fiscal agents of 
the Government and as such are the 
“active depositories.” Under existing 
laws and regulations, not only national 
banks but also-eligible state banks and 
trust companies may apply for govern- 
ment deposits, and these, with the 
national banks, usually hold inactive 
deposits and pay 2 per cent interest. 
The depositories of postal savings 
funds pay 2} per cent interest on the 
balances, the bulk of which are allowed 
to remain undisturbed for long periods. 
The Treasury’s regulations in regard 
to interest are nation-wide in their 
application, no consideration being 
given to the varying economic and 
financial conditions obtaining in differ- 
ent parts of the country. In other 
words, a bank in a small town in, say, 
Texas or Montana, that may never 
have placed a local loan at less than 10 
per cent and whose salaries and other 
expenses are low, gets government de- 
posits as cheaply as a large metropoli- 
tan bank whose overhead costs are 
necessarily high, and whose operations 
are frequently conducted on close mar- 


gins of profit. 


CONCLUSION 


In general, the principle of competi- 
tion for public deposits has proved 
workable and no impressive arguments 
have been arrayed against it. It is the 
principle that governs the banks’ pur- 
suit of non-governmental business, and 
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private clients. If safeguards in the 
way of collateral security or surety 
bonds are required, the public’s treas- 
ury is protected from loss. 

It is asserted by some of the more 
conservative public officials that invit- 
ing competitive bids encourages “ wild- 
cat” banking, but this is not borne out 
by the experiences of those communi- 
ties where competition has been the 
method employed to secure a more 
favorable return as interest on the 
public’s money. 

Lest it be assumed that the consist- 
ent emphasis on competition in this 
paper lends it the color of a tract on 
behalf of laissez-faire, it is expressly 
declared that the competitive principle 
is advocated for the award of public 
deposits merely as a device to serve the 
public interest, as are competitive bids 
on contracts for buildings, bridges or 
roads. 

With regard to federal deposits, not 
only are 2 and 2} per cent too low when 
contrasted with what states, counties 
and cities are receiving, but it seems 
hardly reasonable to apply a flat rate 
to the whole country. Competition 
within federal reserve districts, or pref- 
erably in even smaller areas, ought to 
be easy to work out. If competitive 
bidding is not adopted, at least variable 
rates could be applied in different sec- 
tions of the country, by treasury de- 
partment regulation. 

The other side of the picture must 
not be left out. While much of the 
burden of this discussion has been criti- 
cal of governments securing inadequate 
rates of interest from depositories, 
there is the other side. The Federal 
Government and the states could go to 
extremes in exacting interest from 
banks, as their power to give or with- 
hold charters and to make statutory 
regulations is a power of life and death 
to the financial institutions. Cities 
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and other political subdivisions have no 
such powers, of course. 

Regardless of their powers in the 
matter of securing fair and adequate 
interest returns, all governments should 
recognize the desirability of business 
relations that are mutually equitable 
and advantageous—as exemplars, per- 
haps, if nothing else. Passing laws or 
ordinances fixing flat interest rates is 
not fair to the banks. Expecting as 
high a return on an active checking 
account as on an idle account is not 
reasonable, unless the balance main- 
tained justifies it. On most active 
accounts of public treasuries there are 
not only innumerable deposited checks 
to collect, but also large numbers of __ 
checks or warrants to pay. On the | 
checks or warrants of most states, se 
counties and cities, there are usually 
two to four signatures to verify, a — 
voucher feature to be watched, and 
sometimes a number of other nuisances 
such as verifying that a proper charge 
against an appropriation is noted in the 
body of the warrant or check. 

Another element of justice to the 
banks would lie in a sufficiently fre- 
quent revision of the interest rates on 
deposits to protect the bank. Fixing 
a rate for three years, for instance, as is 
done in some communities, may 
“stick” a bank in a declining money 
market; of course, in a rising money 
market the public treasury is equally 
likely to lose out. 

But we fall back on competition. 
To their credit be it said, most of the 
bankers can and will look out for them- 
selves, and it behooves the public func- 
tionary to look out for the interests of 
those whose trusted minister he is. 


Exuisit A 


As a final word, the economical man- 
agement of its cash by one governmen- 
tal unit is cited to show that it can be 
done. The school district of Philadel- 
phia is coterminous with the city- 
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county, but since Pennsylvania’s school 
code of 1911 went into effect it has been 
an autonomous government, levying 
its own taxes and having its own bor- 
rowing powers. This school district 
has not invited competitive bids for its 
deposits, but made favorable arrange- 
ments with a few leading banks so that 
for several years it was receiving 2} per 
cent on both its active and inactive 
accounts, while the city of Philadelphia 
was getting 2 per cent on the inactive 
accounts and nothing at all on its 
active accounts. It took this example 
several years, aided by civic pressure, 
to impel the city authorities to do as 
well for the same taxpayers. Later, 
the school board secured 3 per cent on 
all its deposits, and the city slowly 
followed suit. 
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Under the terms of the school code, 
the funds in bank belonging to the 
school district are secured against loss, 
while those of the city are not. More 
significant still is the fact that the 
school board manages its finances go 
economically as to keep only necessary 
balances in banks, whereas the city has 
for years been extremely wasteful in 
this respect. 

Of course, a school district’s finances 
are easier to manage than those of a 
state or a nation, or even of a city, but 
if any comptroller, treasurer, legislator 
or councilman is consumed with a de- 
sire to husband his constituents’ cash 
as he would his own, he can get some 
suggestions from the actual achieve- 
ments of the First School District of 
Pennsylvania. 


URING the last century every 
D' great private industry has under- 
gone a complete transformation. As 
civilization has become more complex, 
the machinery of business has changed 
continuously to meet its changing 
needs. In the machinery of govern- 
ment alone there has been little prog- 
ress during all this time. Yet the 
business of government has grown in 
complexity and in the number of sub- 
jects with which it deals quite as 
rapidly as has private enterprise. This 
failure has been due largely to the fact 
that until recently the total expenses of 
government were so small, relatively, as 
to influence but little the general pros- 
perity of the country. During political 
campaigns parties have frequently 
charged each other with extravagance, 
but the people have been little inter- 
ested, because revenues were largely 
derived from indirect sources and no 
burden was felt. 

Now, however, state and federal 
taxes, by virtue of their weight, have 
become directly related to all economic 
questions of the day. Who can doubt 
that the heavy taxes levied by govern- 
ment are an important factor in the 
high cost of living? The Government 
is powerless to prevent a substantial 
part, at least, of such taxes being 
passed on to the consumer. We now 
see that no form of taxation has been 
devised which will be borne in fact by 
the rich alone. The community as a 
whole in one form or another must pay 
the cost of government. In its turn, 
the high cost of living has an intimate 
bearing upon the present unrest. The 
great problems for the next few years, 
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at least, will be economic and industrial 
and to all of them the question of taxa- 
tion now has a direct and important 
relation. 

Business and industry generally, in 
making plans for the future, must 
reckon first with the question of taxes, 
which have reached the point already 
where private initiative is discouraged 
and where enterprise in some cases 
halts. 

More than once in recent years I 
have had small manufacturers and 
small business men from various parts 
of the state come into my office and 
announce that they were going to close 
out their establishments. “‘Why? Isn’t 
your business good?” “‘ Yes, but these 
are uncertain times. We can’t be 
sure that losses will not come, and if 
losses do come we must stand the entire 
loss ourselves, while if fortunately we 
do make profits, we must give the 
Government the greater portion of the 
profits. So we are going to withdraw 
from business.” 

This does not promise well for either 
capital or labor in the coming years. 
It means a checking of industry 
through the discouragement of initia- 
tive in business by excessive burdens, 
and when that sort of situation comes 
the people as a whole invariably suffer. 

Even before the war men were im- 
pressed by the continued increase in the 
expenses of city, state and national 
government. The activities of gov- 
ernment have multiplied rapidly during 
recent years—more rapidly than was 
warranted. When the state or nation 
decided to take on some new function, 
instead of fitting it into some agency of 


| 
& 


government already established, it 
usually created some entirely new 
body. Sometimes it was an official, 
oftener it was a board or a commission. 


OVERLAPPING OF WorK BY HAPHAZARD 
Metuops or GOVERNMENT 


The commission came to be a very 

popular form. It provided good places 
for aspirants to office, and, being a law 
unto itself, the members could attend to 
their private affairs and give one or two 
days a month—usually about the time 
the pay rolls were made up—to the 
public service. When once commis- 
sions were created, it was almost im- 
possible to abolish them. There is 
nothing more difficult in government 
than to get rid of a lucrative office once 
established. This practice had become 
quite general and Illinois was no ex- 
ception. 
When I became Governor in Janu- 
ary, 1917, there were something over 
one hundred and twenty-five independ- 
ent and unrelated agencies of the state 
government, sometimes composed of 
boards, sometimes commissions, and 
sometimes individual officials. In fact, 
so confused was the situation that no 
two agreed upon just exactly how many 
independent activities the state was 
conducting. Necessarily this resulted 
in much overlapping of work. In pur- 
chases there was competition between 
the different agencies of the govern- 
ment, and there was, of course, needless 
expense. Above all, there was greatly 
reduced efficiency. In theory these 
various offices were supervised by the 
Governor, but in fact it was absolutely 
impossible for him to exercise any ade- 
quate supervision over them. They 
were scattered over the state, frequent 
personal contact with them was out of 
the question, and for all practical pur- 
poses the state government was with- 
out an actual head. Energetic and com- 
petent administration was impossible. 
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One consequence of this hashasiil 
method, or lack of method, of goverp. 
ment was lack of law enforcement. 
Something went wrong or seemed to go 
wrong, and a law was enacted, and 
there the matter rested, as though the 
law were an end in itself. We were 
confronted with a problem requiring 
solution and then the legislature passed 
the problem on to a commission and 
felicitated itself that it had solved the 
problem. It is a grievous error to 
enact a law and then to disregard it, 
Even the best law badly administered 
is worse than none. For ours is a goy- 
ernment of law. In America the sover. 
eign power resides in the people, but 
the people speak only through the law. 
Whenever, therefore, law is disre- 
garded, the sovereignty of the people is 
insulted, and no sovereign power, 
whether it be demos or king, can long 
rule unless it has the vigor and the will 
to vindicate itself. 

The problem was to gather up the 
scattered agencies and to reorganize 
them into departments of government. 
Upon a study of the nature of these 
agencies, we concluded that they logi- 
cally fell into nine groups. We then 


abolished the more than one hundred 
and twenty-five boards, commissions 
and independent offices, and created 
nine new departments, to take over 
their functions. These departments 
were: 

Department of Finance 7 

Department of Agriculture 

Department of Labor 

Department of Mines and Minerals 

Department of Public Works and 

Buildings 

Department of Public Welfare 

Department of Public Health 

Department of Trade and Commerce 
Department of Registration and 
Education 


The powers and duties of each de-— 


—— are defined by the Code. 
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WEAKNESS OF COMMISSIONS 


The question then arose as to 
whether these departments should be 
under the control of individuals or of 
commissions. In acquiring the habit 
of creating a board or a commission to 
take care of government work, we have 
assumed that if something important 
was to be done it would be best accom- 
plished if handled by a body of men, 
and not an individual. The fact is, as 
all who have had experience in business 
of any kind know, that it is the individ- 
ual who does things—not a board or a 
commission. There is no commission 
anywhere, there is no board anywhere, 
that does things affirmatively unless it 
is dominated by one man, and the only 
benefit from the other members of that 
body is in their advisory capacity. 

Always it is an individual on the 
board or commission who takes the 
initiative, and the body is fortunate if 
the other members do not hamper him. 
I am speaking now of administration. 
A commission may be desirable where 
quasi-judicial or quasi-legislative pow- 
ers are exercised. Where, however, the 
duties are purely or largely ministerial, 
experience has shown that it is a man, 
not a body of men, who gets results. 

There are some who have assumed 
that large responsibility could be more 
safely deposited in a body of men than 
in a single man. Experience has not 
justified this. Where the responsibil- 
ity is upon the individual, he cannot 
shirk it. Where it is placed in a body 
of men, the individual can find shelter 
behind that body when called to ac- 
count for the manner in which he has 
exercised his power. 

There also is a deadly inertia in a 
board or commission which is not so 
likely to be found in the individual. It 
is a true saying that “what is every- 
body’s business is nobody’s business.” 
It is equally true that where several 


members of a board or commission 
share a given responsibility, no one of 
them feels that responsibility as keenly 
as though he bore it alone. Good and 
efficient public service makes it manda- 
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tory that responsibility be fixed defi- 


nitely. Then only can a public official 
be held to a strict accountability. Re- 
sponsibility can be definitely placed 
only if it be reposed in an individual. 


For these reasons we placed atthe head 


of each of the nine departments an 
individual whom we called a director, 
and not a board or commission. 

In his recent biography, Henry Wat- 
terson illuminated this point: 

Patriotism cries “‘God give us men,” but 
the parties say “Give us votes and offices,” 
and Congress proceeds to create a commis- 
sion. Thus responsibilities are shirked 
and places are multiplied. 


It may happen, however, that the . 


head of a department, upon some im- 


portant question of policy, would like os 


the advice of able and experienced men. 


We therefore provided advisory com- 


mittees. The members serve without 
pay. We have found that many of the 
ablest men in the state are perfectly 
willing to serve upon an advisory com- 
mittee without pay, although they 
could not be induced to take a salaried 
position. In this way we availed our- 
selves of the best talent within the state 
upon the various subjects of state ad- 
ministration. 


Tue ApMINISTRATIVE CopE 
Our Civil Administrative Code pro- 
vides for the various subordinate offi- 
cers within the several departments. It 
does not, however, attempt to define 
their precise duties. These duties are 
prescribed in rules and regulations for- 
mulated by the head of the department, 
and not by statute law. Much debate 
arose over this proposition. It was 


objected that this conferred too much 
power upon the individual head of a 
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department. Many thought that the 
Code should define precisely the duties 
of the heads of divisions in the several 
departments. 

In my judgment, to have adopted 
that theory would have greatly im- 
paired the efficiency of the Code. 
““Red tape” would have inevitably 
crept in. Much of the delay, the in- 
convenience, even the inaction which 
results from what we call “red tape,” 
is not so much the fault of the official as 
it is of the law. This is true alike of 
laws of the state legislatures and Con- 
gress. Where Congress, in launching 
government into some new activity, 
has created a bureau or division, the 
law makers have customarily gone into 
infinite detail—they have prescribed 
with exactitude the duties of each offi- 
cial; they have so limited and delimited 
the powers to be exercised that the 
bureau or division is in no sense under 
the control or direction of the head of 
the department to which it belongs. 
The result is inevitable. Instead of 
actually molding and directing a single 
department in all its parts, he becomes 
the presiding officer over a large num- 
ber of bureaus, each of which is prac- 
tically independent of all the others. 


DepartMEnts OF GOVERNMENT IN 
WASHINGTON 


It is said that there are ten depart- 
ments of government at Washington. 
That is so only in name. In fact, there 
are many times ten independent and 
practically unrelated agencies of gov- 
ernment there. No department under 
these circumstances can avoid becom- 
ing rigid and lawbound, and “‘red tape” 
necessarily becomes the rule. If, in- 
stead, the department head were 
authorized to prescribe the duties of 
subordinates, the “red tape” would 
largely disappear. The responsible 
head would have power commensurate 
with his — Instead of an 


Tue ANNALS OF THE 


inert mass you would a a living 
organism with an actual head. 

Democracy has been afraid of itself, 
and of its own chosen officials, and has 
hedged them about with so many rm. 
strictions that genuine efficiency has 
been well-nigh impossible. We have 
framed our laws as though they were 
to execute themselves, providing ip 
detail for every contingency, leaving no 
means by which the head could meet 
unforeseen contingencies. We have 
gone on the theory that we could tie 
men’s hands for evil, but at the same 
time leave them free for good. 

In the last few years all pretense of 
keeping up the departmental form of 
organization of the Federal Govem- 
ment with its activities distributed 
among the ten departments has been 
abandoned. There are now something 
more than forty independent establish- 
ments of government within no depart- 
ment of government and answerable 
directly to the President. It is obvious 
that the President can have no knowl- 
edge of, much less exercise supervision 
over, these independent agencies of 
government. There should not be a 
single function pertaining to adminis- 
tration which does not come directly 
under some Cabinet official. The 
President, or chief executive of a great 
state, with his multifarious duties 
pressing upon him, cannot be safely 
depended upon to properly direct any 
administrative activity unless the ini- 
tiative comes from the head of the 
department. 


UrcGent NEED For LIGHTENING 
PRESIDENT’S BURDENS 


Recently, owing to the death of our 
beloved President, the public interest 
has been awakened to the need of doing 
something to save the President of the 
United States from his exacting duties 
which of late have proven too heavy, as 
it seems, to be borne by man. Some — 
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have ited an assistant president. 
Others have thought that an extension 
of the civil service would afford some 
measure of relief, and still other reme- 
dies have been proposed. It seems to 
me that none of these proposed changes 
go to the root of the matter. It was 
not subjects which were clearly and 
unequivocally committed to one of the 
departments of government that laid 
upon the President his heaviest bur- 
dens. It was those matters which lay 
outside of the departments and which 
had been entrusted to some one or more 
of these boards and commissions which 
were wholly outside of any department 
of government. Questions relating to 
the Shipping Board, relating to the 
Interstate Commerce Commission and 
the War Labor Board will readily occur 
to your minds. No one of these agen- 
cies of government was under the direc- 
tion of a member of the Cabinet, but 
responsible only to the President. 
Even where these officials have quasi- 
judicial duties to perform, as in the 
case of the Interstate Commerce Com- 
mission, there is no reason why the 
commission should not be allocated to 
some department, as in the latter case, 
to the Department of Commerce, if 
you please. Though such a commis- 
sion has duties of a judicial character 
to perform, much of their work is 
purely administrative, and therefore 
should properly come under the control 
of some member of the Cabinet. If it 
is the administrative features of these 
public bodies outside of the depart- 
ments which imposed these burdens 
upon the President, why should he not 
be relieved of them. 


Re.ier AFFoRDED THE GOVERNOR 

This is what we did in Illinois. 
There we have a Public Utilities Com- 
mission with powers over intra-state 
commerce, very similar to the powers 
of the national commission over inter- 
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state commerce. Our commission was 
incorporated into the Department of 
Trade and Commerce, left wholly free 
in its decisions upon rates and kindred _ 
questions, but under the direction of _ 
the department in all administrative _ 
matters. ‘ihis disposition of the com- 
mission has worked well in Illinois and _ 
has relieved the Governor of much ~ 
detail that has been better performed _ 
by the head of the department. 


Our Cabinet officers have been re- 


garded too much as mere advisers to 


the President and not enough as re- ae 


sponsible heads of important depart- 
ments of government. They should be 
considered as holding positions analo- 


gous to the position of vice-president 
in our great industrial organizations. 


As such, they should be required to | 
perform all the routine work of their _ 
several departments. 
have a Department of War. 
presides over that department today _ 
one of the most competent officials in 

the country. Whenany commissionin | 


the army is to be signed, it must be c ' 


signed by the President. In any pri- | 
vate business the signature of the — 


actual head of the department wouldbe 

This is but one 
of the innumerable routine duties that i ie 
are now laid upon the President and 
which could be as well or better per- 


considered sufficient. 


formed by the heads of the several de- __ 
partments. I was told by a high offi- 
cial in the Wilson administration that 
President Wilson, during the war, fre-— 


quently spent several hours a day in 


signing hisname. What a tragic waste 


of time and energy for him upon whom 


grave duties rested! 


The chief officials under our Code, © 
such as directors of departments, have _ 


their offices in the Capitol at Spring- 


field. The directors of departments eg 
and the Adjutant-General, who isthe _ 


head of the Military Department of the | 


state, constitute the Governor’s Cabi- coy 
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net. The Governor thus is in daily 
touch with every activity of the state 
government. If a weakness develops 
in the remotest part of the state, he has 
the means at hand to correct it 
promptly through the head of the 
proper department. The head of the 
department, in turn, through his chiefs 
of division, over whom he has complete 
control, can at once reach the weak spot. 
The main purpose of the Civil Ad- 
ministrative Code was to make govern- 
ment function, to give to public service 
something of the efficiency which goes 
with private service. That it has ac- 
complished this no responsible person 
I think in Illinois would deny. Inci- 
dentally, it has resulted in great savings 
to the people. Naturally, the appro- 
priations increased as a result of the 
war. The total appropriations for the 
state government for the biennium 
beginning July 1, 1919, and ending 
June 30, 1921, exceeded the appropria- 
tions for the biennium beginning July 
1, 1915, or four years before, by some- 
thing like 86 per cent. A comparison 
of total appropriations for state pur- 
poses of Pennsylvania, Ohio, Wiscon- 
sin, Minnesota, Massachusetts, New 
York and Michigan—the only other 
similar states whose completed figures 
I have been able to get—shows an 
increase for the same period of from 
48 per cent to 108 per cent, or an aver- 
age increase for the seven states of 76 
per cent. The increase in Illinois dur- 
ing the four year period was, of course, 
much less than the decrease in the 
purchasing value of the dollar. In 
addition, the indirect revenues of the 
state, because of the increased effi- 
ciency in administration, increased 
very considerably. 


Tue DepaRTMENT OF FINANCE 
An outstanding achievement of the 
Code was that of locating and correct- 
ing extravagance and incompetency. 
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This was done through the Department 
of Finance, one of the nine departments, 
as we have seen. This department was 
made the keystone of the structure. | 
exercised two sets of powers: (1) It 
was charged with the general super. 
vision of the finances of the state; and 
(2) it was required to prepare a budget. 

The Department of Finance was a 
new conception in our state govern. 
ment—and in that of government of 
any American state I think. Its 
function was to see that the govern- 
ment lived within its income, that un- 
necessary expenditures were checked, 
that unwise expenditures were pre- 
vented and the policies of departments 
were controlled and codrdinated. While 
other departments were imbued with 
the ambition to extend departmental 
activities, the Department of Finance 
occupied the position of sympathetic 
critic, proportioning expenditures so as 
to carry out all administrative policies. 
By this means a well-balanced admin- 
istration, serving the needs of the whole 
state, was secured. Without it, ex- 
penditures were incapable of appor- 
tionment in accordance with the needs 
of the various branches of government. 

Financial control occupied a large 
part in the activities of the department. 
The law charged it with the duty of 
prescribing a uniform system of book- 
keeping, with the duty of examining 
and approving, or disapproving, of all 
bills, vouchers and claims against the 
other departments. This power com- 
pelled other departments, not as a 
matter of law, but as a matter of ad- 
ministrative expediency, to consult the 
Department of Finance before any 
unusual expenditure was made and to 
procure its advice. In order still fur- 
ther to promote coirdination of ex- 
penditures, as well as co-operation 
among the departments, meetings of 


directors were held and financial as well. 


as other policies were discussed. The 
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result of this procedure cannot be 


tment stated in dollars and cents. It did not 
nents, appear upon any particular balance 
twas | cheet. It was reflected in the general 
» It result, not only in unity and efficiency 
)) It of administration, but in the tax levy, 
uper- which, in times of mounting prices, had 
; and been reduced. 

dget. As has been seen, the Department of 
as a Finance was also required to prepare a 
ern- budget of estimated expenditures and 
it of receipts, to be submitted to each regu- 


Its lar session of the General Assembly. In 


ern- the exercise of his general supervision 
Un. over expenditures, the Director of 
ked, Finance in effect began the preparation 
pre- of the budget a biennium in advance. 
ents That is, on the first of July, 1917, in 
hile approving or disapproving vouchers 
vith and investigating into the financial con- 
ntal ditions, he was gathering information 
ince all the while to enable him intelligently 
etic to judge what the appropriations 
) as should be for the next biennium. When 


les. the next legislature met in January, 


“ 19, the Director of Finance had a 

ole 

ex- 

or- 

nt. 

of UMAN institutions develop slowly 

k- and without plan. This statement 

ng applies with peculiar force to the growth 

ill of government in the American states. 

ne Government must adapt its organiza- 

n- tion and its work to changing human 

a needs. The needs for governmental 

1- activity and the machinery of govern- 

le ment have expanded rapidly. 

y Government is an historical institu- 

® { tion, and does not rapidly discard old 
forms of organization, or promptly 

F adopt new. ‘This is natural and per- 

n haps desirable, for the traditions of 

f existing institutions are a part of our- 

selves. But we must adopt new meth- 
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By Watrter F. Dopp 
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budget ready. The old way was for 
each official who expended public 
money to make an estimate of what he 
desired and to submit that direct to the 
General Assembly, without revision by 
anyone. He always asked for what he 
needed, and usually for more, and 
therefore the legislature, no matter 
how earnestly it tried to meet its duty, 
had to guess at the amount of appro- 
priations. All this was changed in the 
budget submitted by the Director of 
Finance. He had in the first place the 
information he had acquired as to the 
needs of the various activities of the 
state in the exercise of his power of 
general supervision over the finances, 
and in addition he had been able to 
investigate himself, when a request was 
made by any official charged with the 
expenditure of money, as to the exact 
needs of the case. The budget thus 
submitted went before the appropria- 
tion committees of the House and 
Senate, and with very few changes was 
enacted into law. 


ods when they become necessary to 
meet new problems, or government 
fails in the performance of its impor- 
tant functions as a social agency. 

New needs for governmental activity 
are usually felt and dealt with singly. 
Need for complete analysis of the gov- 
ernmental mechanism as a whole does 
not present itself until forced upon the 
attention by the very magnitude of the 
task and the increased burdens of tax- 
ation. 

State and local governments have 
until comparatively recent years de- 
veloped in a manner almost entirely 


haphazard. With new needs there has 
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been no systematic plan of develop- 
ment. As cities grew, independent 
departments or offices of city govern- 
ment were multiplied. Where func- 
tions of local government were not 
already provided for by cities or exist- 
ing local bodies, there was and still 
continues a tendency to increase the 
number of local governing areas, or to 
authorize the creation of additional 
municipal corporations by local action. 
As new local needs developed, the map 
of local governing areas has thus be- 
come in most of the states a patchwork 
of overlapping municipal bodies with 
conflicting functions and powers. The 
intelligent citizen often finds it difficult 
to discover what local governing bodies 
have authority over him, and what are 
their relations to each other and to the 
state government. 


COMPLEXITIES IN STATE GOVERNMENT 


In state government the same com- 
plexity has developed. As in local 
government, when it was desired to 
assume a new function, a new adminis- 
trative agency was created, independ- 
ent of other agencies, even though 
others may have been created for 
closely related purposes. So the state 
administrative functions came to be 
exercised in each state by a vast num- 
ber of independent offices, boards and 
commissions, with overlapping and 
conflicting powers, and with no real 
supervision. 

State constitutions provide for a 
governor who in formal language is 
the supreme executive power; but at 
the same time they provide for other 
state executive officers to be elected in 
the same manner as the governor. As 
new offices, boards and commissions 
came to be created by legislative ac- 
tion, the power to appoint to such 
offices was usually vested in the gov- 
ernor. But commissions were often 
created whose members enjoyed over- 
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lapping terms, and the terms of ind. 
vidual statutory offices were ofte 
made longer than those of the govern 
himself. In more than half the state 
the governor has a term of only typ 
years. 

Even where the governor had , 
legally effective power to appoint and 
remove statutory state officers, he was 
powerless to find his way through the 
intricate labyrinth of conflicting ay. 
thorities numbering a hundred or more. 
It is beyond human capacity to super. 
vise effectively more than a limited 
number of services; and in the face of 
the complexity of state government 
the governor was powerless to better 
administrative conditions. 

In the judicial field we see the same 
development as in local and state gov- 
ernment. As more complex social and 
industrial conditions presented added 
tasks to the courts, the immediate and 
most obvious remedy was to increase 
the number of judges, or to create ad- 
ditional and independent courts. 

Through mere mechanical multipli- 
cation, we thus came to have numerous 
independent local areas of government, 
and increased complexity within these 
areas; a great number of independent 
and conflicting state administrative 
offices, boards and commissions; and a 
complex judicial system. Through the 
separate creation of these instruments 
of government without reference to 
each other, there came to be a cumber- 
some and disorganized mechanism in 
the state executive and judicial de- 
partments, in local governments, and in 
the relation between the state and its 
local areas. The state legislature was 
the only body with authority to pre- 
serve or restore order; and in this chaos 
of governments, its powers were in 
many respects limited by constitutional 
restriction. Yet the situation tended 
to become more complex and confusing 
because of successful outside pressure 
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upon legislatures to continue the cre- 
ation of new state offices and new local 


areas. 


Procress TowAarRD GOVERNMENTAL 
IMPROVEMENT IN STATES 


Within recent years material prog- 
ress has been made toward govern- 
mental improvement within the states. 
Five lines of progress may be briefly 
pointed 

1. City Government. The leadership 
in the development of more simplified 
and responsible government was taken 
by the cities. In the progress of the 
cities the commission and com zaission- 
manager systems have borne a large 
part; and these movements have influ- 
enced the establishment of simpler 
organizations in cities that have not 
adopted the new systems themselves. 
Constitutional provisions for municipal 
home rule have aided by freeing cities 
from the control of state governments 
less progressive than themselves; 
though the constitutional grant of 
municipal home rule powers may in its 
final effect hinder the proper solution of 
the problem of relationships between 
the state and the local governments 
within the state. By simplifying their 
governments, reducing the number of 
administrative departments, and by 
grappling with their problems of per- 
sonnel, purchasing and of budgetary 
and financial control, the cities to a 
large extent are responsible for giving 
an impetus to state administrative re- 
organization. Yet the cities have only 
begun to solve the great problems that 
face them, and many cities have not yet 
even begun. 

2. State Administration. For some 
years there has been a tendency toward 
a consolidation of state offices and a 
simplification of state administration. 


This is but an outline. A full discussion will 
be found in the author's State Government, Cen- 
tury Company, 1922. 


REORGANIZING STATE GOVERNMENT 


This is particularly true of the manage- 
ment of state charitable institutions, 
which at first was largely vested in in- 
dependent boards for each institution. 

Since Illinois, under the leadership of 
Governor Frank O. Lowden, adopted 
a comprehensive administrative re- 
organization in 1917, a great impetus 
has been given to better state adminis- 
trative organization. Eight states 
have now adopted comprehensive plans 
of administrative reorganization; and 
several others may perhaps properly 
be added to these eight, although 
the plans they have adopted are not 
so comprehensive. These reorganiza- 
tions in all cases involve the abolition 
of numerous previously independent 
state offices, and some provision for a 
more codrdinated state policy as to 
state purchases and budgetary and 
financial control. 

8. State Courts. Although the 
American Judicature Society has for 
years been urging the necessity for a 
coérdination of various separate courts 
into a really united judicial system, we 
are as yet only beginning to move to- 
ward an improvement in this respect. 
State courts are to a large extent con- 
stitutional creations, and progress 
through constitutional change will 
come slowly. As a witness to this may 
be recited the rejection by the people 
of Missouri, on February 26, 1924, of a 
proposal of the constitutional conven- 
tion of that state involving the most 
constructive plan yet presented for the 
unification of a state judicial system. 
The Louisiana constitution of 1921 
took some steps toward a more unified 
judicial system. The Louisiana con- 
stitutional provisions came into effect, 
perhaps because of the foresight of the 
constitutional convention of that state 
in not submitting its work to popular 
vote. But changes of this character 
cannot really become effective unless 
they have popular support. 
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= Legislation can accomplish much 
toward the more effective organization 

Of the state judicial system. Impor- 
tant steps in this direction are the laws 

_ of Ohio and Oregon, passed in 1923, for 
creation of state judicial councils. 
should here be placed upon 


_ the fact that problems of administra- 
tion are not confined to the state ex- 
ecutive department or to _ local 
government. The problem of effective 
administration in the courts is impor- 
_ tant, and with new types of questions 
_ presented by our complex social and 
_ industrial organization, these problems 
are becoming increasingly important. 
They must be solved if state govern- 
ment is to be efficient. 
4. Relation of areas of local govern- 


___ stitutional debt limits or for other 
reasons, the functions of local govern- 
- ment throughout most of the country 
are divided among a number of local 
areas, organized independently of each 
_ other, but overlying the same territory, 
and oftentimes with overlapping 
boundaries and conflicting powers. 
‘Many of the local government areas 
have been created through local action 
under so-called “local option” laws; 
and in the creation of new governing 
areas, little or no attention is paid to 
their relationship with those already 
existing. 

Consolidations have to some extent 
reduced the number and complexity of 
local governing bodies; but little has 
yet been accomplished toward a solu- 
tion of this problem. The presence of 
several local governments over the 
same territory is wasteful and substan- 
tially destroys popular responsibility. 
The governor cannot effectively control 
a hundred or more independent state 
offices. The voter cannot keep himself 
informed about and control through 
the ballot the affairs of a number of 
local governments, each with a group of 
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independent officers. Little attentio, 
has yet been addressed to the gener 
problem of simplifying and reorganiy. 
ing local areas of government; though 
some progress has been made, 4 
Montana constitutional amendment of 
1922, and legislation thereunder for the 
city and county of Butte in 1923, afford 
a striking illustration. 

5. Relation between state and its local 
areas. The states use and will cop. 
tinue to use local governments as state 
agencies in their respective areas, 
Local governments also perform certain 
functions in which the state govem. 
ment as such is not primarily inter. 
ested. But the state has an essential 
interest in the efficient performance 
of functions that are primarily local, 
as well as in having effective local 
agencies for the performance of state 
functions. 

Not only this but functions that were 
once primarily local become, under 
changed circumstances, of vital interest 
to the state at large. A constitutional 
grant of municipal home rule to cities 
was once thought a solution of the re- 
lation between state and city; and the 
same principle has to some extent been 
applied to counties by California and 
Maryland. 

But there is no sharp delimitation 
between purely state and purely local 
functions; and the effort to define cer- 
tain powers as purely municipal cannot 
solve the problem, though it may have 
aided in the improvement of city gov- 
ernment at the time when the cities 
were leading in the movement for 
better governmental organization. A 
larger state supervision over local areas 
of government in their capacity as state 
agents has developed, and has been 
accompanied by state subsidies in 4 
number of fields, particularly education 
and road construction. Through state 
subsidies, powers of removal in certain 
cases, through the erection of state ad- 
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tention 
general certain local actions, and through a 
Tganiz. | state supervision of municipal accounts 
though | jn a number of states, a large degree of 
de. 4 | state control is exercised over local 
nent of ernment. But this control is hap- 
for the hazard and badly organized. The 
afford | subject of proper relationships has re- 

ceived little systematic attention. Un- 
ts local | ti] local governments themselves are 
1 con. more simply organized with respect to 
S state each other, the problem of state su- 
areas, pervision and of state relationship is 
ertain unduly complex. 
bvern- All of the problems outlined above 
inter- are intimately related. The state 
ential | government is not merely the central 
nance government at the state capital, but is 
local, in addition all local and governmental 
local agencies throughout the state’s terri- 
State tory. An efficient state government is 

rendered possible only by simplification 
, Were and definite responsibility throughout 
inder all parts of this complex mechanism. 
terest Only by this same method can popular 
ional | government become effective, for com- 
cities plexity hides responsibility from the 
ie Te- voter. The detailed work of govern- 
ithe | ment becomes increasingly complex, 
been | but it is necessary that the organization 
and be such as to reveal the responsible 

officials to the voter. But changes 
ition come slowly, and the problems change 
local at the same time. Government within 
cer- the states has made progress, and must 
nnot continue to do so, but the issue of im- 
lave proving it will be present so long as it is 
gov- operated by human agencies. 
ities | is 
for Srate ADMINISTRATIVE 

REORGANIZATION 

reas Within recent years perhaps the 
tate most rapid progress has been made in 
een the state executive department. IIli- 
na nois in 1917 adopted the first compre- 
jon hensive administrative reorganization. 
ate Nebraska and Idaho followed in 1919; 


ain Washington and Ohio in 1921; Pennsyl- 
ad- vania, Vermont and Tennessee in 


a GOVERNMENT 
ministrative machinery to supervise 1923.2 Massachusetts 


in 1919, and 
Maryland in 1922, adopted compre-— 


hensive but less satisfactory reorgani- _ ; 


zations.* California, Michigan and — 
Utah in 1921 took steps in the same — 
direction. The Missouri legislature of — 
1921 enacted a group of laws looking to 
the same end, most of which were de- 


feated on areferendum. The Missouri | 


Constitutional Convention submitteda _ 


proposed amendment requiring the _ 


legislative creation of a small group of © 
executive departments and providing 
for a budget system, but this was de- 
feated by popular vote on February 26, 
1924. 

The fundamental theory of these re- _ 


organizations has been the reduction of _ 


statutory state functions into a small 
number of related departments, each 

under the control of a director or other _ 
head appointed by and removable by 
the governor. The heads of these de- 


partments constitute a sort of govern- 


or’s cabinet. An essential part of the 
system is the establishment of budget- 
ary control and of a continuous finan- 
cial supervision under an officer directly 
responsible to the governor. 
the states that have adopted this plan, 
there are constitutional state officers 
other than the governor, who are not 
brought in any effective way, if at all, 
under the unitary executive plan. The _ 

scheme is that of consolidating control _ 
over the state executive department in 


the hands of the governor, sofarasthis __ 


may be done by legislation. 

It may be worth while to comment 
briefly upon the extent to which these 
reorganizations have maintained them- 


2A full review of administrative reorganiza- 
tions appears in the author's State Government, 


Century Company, 1922, pp. 249-277. For 


Pennsylvania see Dr. Clyde L. King in American 
Political Science Review, XVII, 597-608; for Ver- 
mont see Edmund C, Mower in American 
Political Science Review, XVIII, 96-102. 

* For Maryland, see N. H. Debel in American 
Political Science Review, XVI, 640-647. 
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selves in the states where they have 
been adopted. In Nebraska and Ohio 
political campaigns have been waged 
against the reorganizations, and gov- 
ernors have been elected opposed to 
them. But although legislative ses- 
sions have been held in these states 
since the opposing and successful cam- 
paigns, the reorganizations remain. 
The Massachusetts reorganization of 
1919 has been referred to as unsatis- 
factory. It organized sixteen depart- 
ments, in addition to its elective 
officers and to nine other substantially 
independent statutory offices. Some 
of the departments formally created 
were in reality not departments, but a 
grouping under one head of functions 
remaining substantially independent. 
A Commission on State Administration 
and Expenditures made to the Massa- 
chusetts General Court in January, 
1922, a report that may well serve as a 
model of clear and systematic presen- 
tation. The chief recommendations of 
this report may be summarized: (1) 
The further consolidation of state ac- 
tivities into nine major administrative 
departments; (2) each under a respon- 
sible department head, appointed and 
removable by the governor with the 
consent of the council; (3) each de- 
partmental head to appoint and re- 
move his departmental subordinates; 
(4) one of the departments was to be 
a department of administration and 
finance to replace the supervisor of 
administration and to be charged with 
budgetary, financial and _ personnel 
control, and with central purchasing; 
and (5) the nine heads of departments 
were to constitute an administrative 
cabinet, with the governor as chairman. 
In the face of this report, the Massa- 
chusetts General Court took a back- 
ward step by providing, by legislation 
of 1922 (reénacted in 1923), for the 
vesting of budgetary, financial, pur- 
chasing and personnel control in a 
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commission on Administration and 
Finance, composed of four members, 
appointed by the Governor with the 
consent of the council, for overlapping 
terms. This seeks again to place the 
essential tasks of executive control ing 
commission. Fortunately, the govern. 
or’s enlarged authority under the 
budget amendment to the constitution 
(1918) still leaves him some effective 
power. 

Idaho legislation of 1923 also took a 
backward step. It makes the governor 
in formal terms the chief budget and 
account:ng officer, but provides that 
his duties in these fields shall be exer- 
cised through the office of the state 
auditor. The preparation of the 
budget and continuous financial control 
cannot well be transferred from the 
immediate control of the governor to 
another elective state officer. 

The argument is often heard that 
there is danger in vesting in the gov- 
ernor control over the state executive 
department. A departmental organi- 
zation fixes responsibility, whereas 
without it there is no opportunity to 
hold anyone responsible for miscon- 
duct. Illinois adopted the plan under 
the leadership of a governor, who could 
well be entrusted with larger powers. 
Several years of experience under a 
different type of governor leads the 
author of this article to the conclusion 
that conditions would have been worse 
under the old disorganized system. A 
good system does not work best under a 
bad governor. No plan will work well 
under such conditions. Human factors 
are always more important than mech- 
anisms, but a properly devised mechan- 
ism may prove of value, nevertheless. 


FoR ResponsiBLeE LEADERSHIP 
BY GOVERNORS 

So-called budget plans have now 

been adopted by almost all of the 

states, several by constitutional amend- 
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ment;‘ but in many cases they amount 
to little more than the presentation of 
consolidated estimates. The budget is 
a financial plan for the operation of 
government during the state’s fiscal 
period. Where there is not a definite 
administrative control and responsi- 
bility, little opportunity exists for 
central budgetary and financial control. 
Such control is necessary in a consoli- 
dated state executive organization, but 
a consolidated and responsible organi- 
zation is equally necessary to effective 
budgetary and financial control. Suc- 
cessful government will never be 
achieved by hiding responsibility in 
hundreds of little separate compart- 
ments. The governor is the most 
conspicuous Officer of the state. From 
him responsible leadership must come. 
We will sometimes choose bad govern- 
ors, but if responsibility is placed upon 
them, we can discover their weakness, 
and place the blame. If then we re- 
elect them, the fault is ours alone. 

Numerous problems present them- 
selves in connection with the establish- 
ment of a more unified and a more re- 
sponsible state administration. ‘There 
is by no means full agreement as to the 
lines of possible improvement in this 
field.§ There will never be any cer- 
tainty as to the precise methods that 
will obtain the most satisfactory re- 
sults, for conditions are different in the 
several states; and the conditions them- 
selves are changing while proposed 
reorganizations are under discussion. 


LEGISLATION AND CONSTITUTIONAL 
CHANGE 
If it be assumed that a more effective 
and a more responsible organization 
lies in the direction of a small group of 
departments, and an increased re- 


‘California, Maryland, Massachusetts, Ne- 
braska and West Virginia. 

5See F. W. Coker, American Political Science 
Review, XVI, 399. 
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sponsibility in the governor for their > “‘ 


administration, the question then pre- 
sents itself as to the best method of 
obtaining these results. Substantially — 
all of the changes so far accomplished 


have been achieved by legislation, — ve 


without much aid from constitutional 
change. As already suggested, it is 
true that several states have estab- | 
lished a budget system by constitu- — 
tional amendment, and, except in West 


Virginia, the budget amendments have 


been in the direction of increasing the 
authority of the governor over the 
financial administration of the state. | 


A constitutional amendment in Massa- sy 


chusetts (1918) ordered a reorganiza- | 
tion of the state administration through 
legislative act. The defeated New | 
York constitution of 1915, and a con- 
stitutional amendment now pending in 
New York, have sought to provide by 
constitutional change for administra- 
tive reorganization. An amendment 
to the Missouri constitution, proposed 
by the convention recently in session in | 
that state, and rejected on February 
26, 1924, contained a command for — 
legislative reorganization of the execu- — 
tive department under prescribed con- 
stitutional limitations. On the whole, 
little has been 
present time by constitutional changes 
in this field. The danger of consti- 
tutional amendments is that they tend 
to limit future development, at the same 
time that they may bring some immedi- 
ate improvement. The combination of 
possible future limitation with present 
progress makes the method of consti- 
tutional amendment dangerous in a 
field where the most desirable methods 
to be employed are in some respects 
still a matter of experiment. 


RELATION BETWEEN Quasi-JUDICIAL 
AND QuasI-LEGISLATIVE FUNCTIONS 


With respect to problems still in the 
experimental stage, reference may be 


accomplished up to the 
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made particularly to the exercise of 


administrative departments substan- 
tially in name only. The Illinois plan 
has not worked satisfactorily, and the 
Ohio reorganization sought a closer 
codrdination of the commissions with 


of departments are themselves au 


heads. A governor should choose with 
care the heads of departments, and 
place upon them the responsibility for 
results within their respective depart- 
ments. They cannot be held fully 


quasi-judicial and quasi-legislative ized to appoint the heads of th | 
functions by the administrative organi- divisions within their respective de. ; 
zation. Commissions, whose members partments. The report of the Maggs. : 
usually have overlapping terms, have chusetts Commission on f 
ordinarily been employed for the quasi- Administration and  Expenditury 
judicial and discretionary functions, (1922) strongly recommends that the 
such as have been invested in tax com- appointment of departmental officers ‘ 
missions, public utility commissions should be lodged in the department | 
and commissions for the administration heads, except where advisory or quasi- ; 
of workmens’ compensation laws. The judicial functions are involved. This f 
relationship between these functions recommendation is in direct line with ' 
and the more distinctly administrative the whole theory upon which the ad. 
work has not as yet been satisfactorily ministrative reorganizations have been , 
worked out.’ ‘The Illinois reorganiza- based. No officer in the position of |, 
tion leaves the commissions inde- governor can effectively supervise more 
pendent, and associates them with than a limited number of department 
| 


the administrative departments. A 
plan finding favor in some other states 
is that of having the head of the depart- 
ment the chairman and administrative 
head of a commission, but with the 
other members of the commission in- 
dependent of his control. So far no 
plan has been sufficiently tested to 
demonstrate that it is fully satisfac- 


tory. 


APPOINTMENTS WITHIN DEPARTMENTS 


Another problem of state adminis- 
trative reorganization is that of the 
relationship of heads of departments to 
the governor on the one side, and to the 
chief subordinate officers of the de- 
partment on the other side. Under 
the Illinois reorganization the Governor 
appoints not only the heads of depart- 
ments, but also the heads of divisions 
within each department. Under the 
Ohio reorganization, the Governor ap- 
points the heads of departments, but 
with one or two exceptions, the heads 


* For a fuller discussion of this matter see the 
author's State Government, 267-270. 


responsible unless they are at the same 
time given authority to appoint those 
for whose activities they are responsi- 
ble. 


PrRoBLEM OF CONTINUITY OF PoLicy 


Perhaps the most important single 
problem in connection with the state 
executive department is that of con- 
tinuity of policy. In more than half 
the states the governors are elected for 
two-year terms, and in all of the others 
except New Jersey the term is now 
four years. With the retirement of a 
governor, a definite break in state ad- 
ministrative policy is likely to occur, 
even where the successor belongs to the 
same political party. This is to a 
greater extent true in the states where 
elections are likely to bring a successor 
of the opposite party. If each new 
state administration is to bring & 
change of personnel and a change of 
general policy, no scheme of executive 
responsibility can operate satisfacto- 
rily. The so-called presidential system 
of government, which exists both in the 
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nation and in the states, contemplates 
responsibility for administrative policy 
in the president and in governors hold- 
ing for fixed terms; and, when success- 
ful, implies also a leadership in the 
president or governor with respect to 
legislative policy. The terms of gov- 
ernors ordinarily begin just prior to a 
legislative session, in which appropri- 
ations must be made for the succeeding 
fiscal period of the state. A new gov- 
ernor comes into office to a large extent 
ignorant of a proposed budget neces- 
sarily prepared under his predecessor, 
and necessarily to a large extent at the 
same time ignorant as to the problems 
of the state executive department for 
which he must assume responsibility. 
It is largely for this reason that the 
California budget amendment of 1922 
and the Virginia budget legislation seek 
to associate the governor-elect to some 
extent in the preparation or consider- 
ation of the budget at such times. 

The problem is, however, an even 
more serious one. It is natural: and 
proper that the heads of the great de- 
partments in Washington should 
change with changes in administration; 
and it is equally proper that, under a 
state administrative organization, the 
heads of state administrative depart- 
ments should change with changes in 
administration. The problem is that 
of developing a continuity of adminis- 
tration which will persist even though 
at frequent intervals there is a change 
in the responsible officers controlling 
the administration. This problem has 
been largely solved in England by a 
continuity in official personnel below 
the members of the cabinet. The 
permanent official personnel in reality 
operates all of the technical aspects of 
the government, leaving to the political 
heads of the departments the determi- 
nation of issues of general policy. 

Civil service legislation has as yet 
accomplished little toward the develop- 
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ment of such a continuous policy in — 
state government; although adoption _ 
of civil service by a small group of © 
states has done something toward in- 
suring permanency of tenure in sub- | 
ordinate positions. Much may be © 
accomplished by the development of 
the principle that all officers of state 
government below the heads of depart- 
ments should have a permanent tenure. | 
Only thus can be developed an efficient | 
and technical staff of persons familiar 
with the problems to be dealt with by 
governments. It is necessary at the _ 
same time that there be such a stand- _ 
ardization of compensation in the state _ 
employ that governmental service in | 
the states may constitute a career, with 
the guarantee of equal pay for equal 
service, and with the possibility of © 
promotion to positions of responsibility —_ 
as a reward for faithful and efficient _ 
service. Unfortunately, we have ac- _ 
complished little in this direction in the 
American state governments, or in the ~ 
national Government, though impor- _ 
tant steps toward salary standardi- — 
zation have been taken by New Jersey 
and Pennsylvania. 

The problem of a continuous policy 
in state government is one that must be 
solved, if state governments are to be 
efficient agencies for the performance _ 
of their work. The main argument for 
the conduct of state government 
through boards or commissions, whose 
members are appointed for overlapping 
terms, is that such an organization — 
brings a greater continuity of policy 
and a more permanent tenure for tech- 
nical experts in governmental service.’ 
The policy of conducting governmental 
business through continuing commis- 
sions may maintain certain elements of 
continuity, but it does not necessarily _ 
make either for permanent tenure or 

-7See Henry C. Wright, Valuation of Adminis- 
tration of State Institutions Through One-man 
Control as Operating in Illinois (1922). 
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for an efficient and continuous policy. 
It is for this reason that, after a trial 
over a period of years, the commission 
system has tended to be replaced by a 
departmental organization with indi- 
vidual and responsible heads of depart- 
ments. Under the plan of continuous 
commissions there is no possibility of 
handling state business as a single en- 
terprise, or of developing plans for an 
efficient control of budgetary and finan- 
cial policy, of personnel, of state pur- 
chasing, printing or building, or of state 
policy with respect to official reports. 
But some aid in maintaining continuity 
of policy may be given through ad- 
visory unpaid boards, whose members 
are in tenure largely independent of 
those charged with the administrative 
authority. 

Permanency of tenure for govern- 
mental employes, with permanent un- 
der-directors of departments, would 
establish a continuous expert person- 
nel; while at the same time avoiding a 
sharp break in administrative methods 
with frequent changes in the office of 
governor and heads of departments, 
who determine the general policy of the 
governmental organization. Such a 
plan does not involve the establishment 
of a bureaucracy, but rather the de- 
velopment of a permanent personnel 
such as is necessary for the efficient 
handling of the technical side of any 
private business, while leaving to the 
political officers of the government a 
control of matters of policy. Such a 
change cannot be brought about merely 
by constitutional amendment or by 
legislation. It involves a fundamental 
change of attitude upon the part of the 
American people. So long as we re- 


gard government as an organization of 
little personal concern to ourselves, but 
as one through which the winners in a 
political game may legitimately gain 
private profit, we lack the essential 
element of efficient and permanent 


administrative policy. If our gover. 
ments increase their functions during 
the next fifty years as rapidly as 
have done during the past fifty years, 
the whole organization is likely to 
collapse unless we are able to change 
our attitude in this respect. 

We have in reality no standards fo, 
the measurement of success or failure ip 
governmental endeavor. When goy. 
ernment is unsuccessful, it may in. 
crease taxes or issue bonds. But 
increased taxes or issuance of bonds are 
not in themselves evidences of govern. 
mental failure. Only by placing 4 
definite responsibility, and by devising 
some methods of testing success or 
failure of administrative organization, 
can we in the long run improve the 
conduct of governmental business, 
Standards can be established only if 
there is responsibility and coérdination, 


OrriciaL Reports 


At the present time we have sub- 
stantially nothing in the way of pub- 
lished official reports upon which the 
citizen may rely. The number of in- 
dividual state offices and governmental 
bodies that make published reports is 
so great that the citizen would have 
time for little else, should he seek to 
obtain and study these reports for each 
governmental agency and authority 
over him. A simplified plan for the 
reporting of work done by government 
can come only with a unified govern- 
ment. A unified and responsible gov- 
ernment can and should be required to 
report, briefly and intelligently, results 
that it has actually accomplished. 
Official reporting constitutes one of the 
most effective means of holding public 
officers to responsibility, but official 
reporting can come only with an effec- 
tive governmental organization that 
can be held responsible. The state 
governments are throwing away mil- 
lions of dollars each year for the print- 


i 
| 
| 


=a reports. that mean little or 
nothing to anybody except the printer. 
The Massachusetts Commission on 
State Administration and Expenditures 
in speaking of the mass of reports in 
that state picturesquely says: 

If these copies were stacked one upon 
another, a pile of this one year’s issue 
would reach the astounding height of 
about three and one-half miles, or thirty- 
six times the height of the Custom House 
tower. If placed end to end they would 
make a narrow foot path from the State 
House in Boston to Trenton, N. J., or well 
into Canada on the north. 


Although many Massachusetts re- 
ports rank high in the field of state 
rts, it is hardly too much to say 
that the bulk of these reports would 
have accomplished more good had they 
been employed for the purpose of con- 
structing such a footpath. 


TenDENCY TOWARD RESPONSIBLE 
GOVERNMENT 


The problems of effective state or- 
ganization have not been solved, and so 
long as human government endures 
they will not be solved. New prob- 
lems are presenting themselves con- 
stantly, but the tide is turning toward a 
more responsible and more unified gov- 
ernmental organization for the per- 
formance of both state and _ local 
functions. New creations of local 
government areas and of independent 
state offices and commissions go gaily 
on. New Jersey and some other states 
still adhere to government by inde- 
pendent and continuing commissions. 

No state has solved its governmental 
problems, but the states that have 
taken steps toward a more codrdinated 
and unified executive have made the 
most important advance toward effi- 
cient government. Such a_ unified 


state government must develop definite 
policies as to state purchasing, printing, 
and building activities. 


There must be 


ReorRGANIZING STATE 


in 


a continuous budgetary and financial __ 


control and a definite policy with re- 
spect to administrative personnel. It 


must develop standards for measuring — 


success or failure in governmental 
activities, and for reporting actual re- 
sults accomplished; 


and it must be he 


responsible to the people over whom it __ 


operates. Only through a responsible 
head of the state executive can the 


people hold to account those charged _ 


with the conduct of state government; 
and only through the application of 


similar principles can there be a popu- | 


lar control of local government, and an 
effective codrdination of state and local 
activities. 


New Functions or GOVERNMENT 


But no form of organization can 
efficiently enforce state policies adopted 


in a haphazard and crude manner, | 


without reference to the needs of the 
citizens. State governments 
with great rapidity assumed new ac- 
tivities. This scattering of energies 
has naturally and necessarily resulted 


in a less efficient performance by gov- | 


ernment of its original and primary 


functions of maintaining order and ad- _ 


have 


ministering justice. Legislative an- 


nouncement of a new governmental 
policy is simple and easy. 


cult. 
outgrown the enforcement of policy. 
It would be wise for state legislators, 
when they contemplate a new state 
activity, to consider carefully 
probable expense of the activity, and 
the means necessary for its efficient 
conduct. 
in this respect. 
organization is not a thing apart, but is 


an essential element of the whole gov- _ 


ernment, of which the legislature is the 
policy-determining organ. 


the 


Little has as yet been done _ 
State administrative _ 


The en- 
forcement of the policy is often diffi- — 
The announcement of policy has | 


It would 
be well for legislators to cease for a 


while the assumption of new state ac- | 
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tivities, and at periodic intervals to 
re-examine the functions they have 
assumed, in order to discover what they 
can satisfactorily do, and what func- 
tions may more properly be left to 
other agencies. If we continue to in- 
crease state gov ernmental functions i in 


This government is acknowledged 
by all to be one of enumerated powers. 
The principle that it can exercise only 
the powers granted to it would seem 
too apparent to have required to be 
enforced by all those arguments which 
its enlightened friends, while it was 
depending before the people, found it 
necessary to urge. That principle is 
now universally admitted. But the 
question respecting the extent of the 
powers actually granted is perpetually 
arising, and will probably continue to 
arise, as long as our system shall 
exist.' 


HE above statement was made by 
Chief Justice Marshall in the 
famous case of McCulloch v. Maryland 
in 1819. Subsequent litigation has 
proved it to be prophetic. Questions 
respecting the extent of federal author- 
ity have arisen repeatedly. The 
states have constantly increased the 
scope of their activities, and the Fed- 
eral Government, whose scope was 
contemplated by some of its founders 
as embracing those activities exercised 
by a department of foreign affairs, has 
reached out and has become an influ- 
ential factor in the life of the man in 
the street. The increase in govern- 
mental functions, both state and fed- 
eral, has necessarily given rise to the 
question of conflicting sapere 


14 Wheat. 316, at 405, 1819. 
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as rapid and as haphazard a manner gg 
we have done during the past fifty 
years, the problems of effective ad. 
ministration will be enormously jp. 
creased; and the proper solution of 
these problems will be increasingly 
postponed. 


The Trend Toward Federal Centralization 


Author of Federal Centralization __ 


Hence the litigation foreseen by John 
Marshall. 

I began a recent book? with the 
statement, 

Government in the United States has 
been, and, so long as our constitutional 
system is retained, will probably continue 
to be an experiment in federalism. 

This is true, not only in the United 
States, but in every country where the 
federal system prevails. By its very 
nature, federalism requires constant 
readjustment of powers and functions 
between the central government on the 
one hand and the federated units on the 
other. In fact, the problem is so 
intriguing that not a few scholars and 
publicists have argued that federal 
systems are but transitory types and 
that either the component parts will 
assume more power, which will lead toa 
disruption of the union, or that author- 
ity will gravitate toward the central 
government, which will develop into a 
centralized form of government which 
is federal in name only. Obviously, it 
is impossible to determine finally and 
exactly the sphere of activities respec- 
tively of the central government and 
the federated units. Federalism, like 
any form of government, is never 
static. Itisa process. In the United 


2 Federal Centralization, Harcourt, 
Company, New York, 1923. 
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States, the states are constantly ex- 
tending their activities to include 
matters which in the early days of the 
republic were left to private initiative. 
The Federal Government likewise has 
attained power and influence un- 
dreamed of by the Fathers. 


INTENT OF THE FRAMERS OF THE 
CONSTITUTION 


In the United States the question of 
division of powers has been somewhat 
confused by the more academic ques- 
tion of the location of ultimate author- 
ity in government. For our purposes 
it is more important to consider the 
question of division of governmental 
functions than to speculate about the 
location of sovereign power. It is 
illuminating to consider briefly the 
attitude of the Fathers of the Constitu- 
tion on the question of division of 
governmental powers and functions. 
The members of the Federal Conven- 
tion which assembled in Philadelphia 
in 1787 were men of a practical rather 
than of a philosophical turn of mind. 
They were assembled to plan a govern- 
ment which would function. They 
were not there to voice political doc- 
trines. Their task was twofold. In 
the first place, they had to formulate 
a framework of government. In the 
second place, they had to clothe this 
government with powers and func- 
tions. 

Questions pertaining to the organi- 
zation of the government, the election 
of the chief executive, the basis for 
representation, etc., consumed more 
time in the convention than did the 
question of governmental functions. 
The sad experience under the Articles 
of Confederation had brought home the 
lesson that if a central government 
were to function at all it must be 
assured of self-sufficiency and a sphere 
of activity in which it would be free 
from interference on the part of the 
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states. It must have power to lay and 
collect taxes, to enforce its interna- 
tional obligations, and to regulate its 
currency. It was also evident that 
certain activities, such as postal regu- 
lations and regulation of foreign and 
interstate commerce, could be more 
advantageously administered by the 
national Government than by the 
states. 

It was the intention of the framers of 
the Constitution to establish a govern- 
mental system in which the Federal 
Government would be supreme within 
its sphere. Pinckney’s draft of a gov- 
ernment provided that federal acts and 
treaties “shall be the supreme law of 
the land.” * Paterson’s proposals pro- 
vided for coercion of the states by the 
central government.‘ Hamilton sug- 
gested the appointment, by the central 
government, of state governors with 
powers to veto state laws.’ Even 
Randolph’s resolutions, which became 
the basis for discussion in the conven- 
tion, authorized the central govern- 
ment to negative state laws.® 

The questions of expressly granting 
the Federal Government power to 
coerce the states and to negative state 


laws were seriously considered in the 


debates. This method of establishing 
federal supremacy was finally aban- _ 
doned mainly on the grounds of ex- | 
pediency. It was feared that such 
proposals would be obnoxious to the 
states and would jeopardize ratification _ 
of the Constitution. After rejecting © 


the provisions for coercion of the states __ 


and for negativing of state laws, the | 


convention accomplished the same end Le eal 
by accepting Luther Martin’s resolu- _ 


tion which declared federal statutes 


3 Journal, Acts, and Proceedings of the Federal 
Convention of 1787 (Boston, 1819), May 29, 
1787, p. 77. 

* Ibid., June 15, 1787, p. 126. 

5 Ibid., June 18,1787, p.182. 

Ibid., May 29, 1787, p. 68. 
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ment with such powers as the t 

power or the power to regulate toni 
and interstate commerce, they wer 
vesting it with sweeping authority and 
that this authority might be used jy 


and treaties to be the supreme law of 
the several states and compelled state 

courts to accept them as such.” 


Earty Atrempts To Limit SPHERE 
or GOVERNMENT 


vw. 


An examination of the Journal and 
Madison’s Debates makes it apparent 
that the members of the convention 
were anxious to assure federal su- 
premacy in matters which were na- 
tional in scope and character. The 
Federal Government should be su- 
preme within its sphere, but it evi- 
dently was the sense of the convention 
that this sphere should be limited. 
Several facts might be cited to prove 
this. The proposal of Alexander Ham- 
ilton to create a national legislature 
“with power to pass all laws whatso- 
ever’’* did not even come up for debate 
in the convention. In the proposals 
submitted by Paterson and Pinckney, 
a government of limited powers was 
implied. Likewise when a bill of 
rights was proposed, both in the Fed- 
eral Convention and in the ratifying 
conventions, assurances were made 
that the Federal Government could not 
overstep its delegated powers, and 
hence a bill of rights was declared 
unnecessary. The defenders of the 
Constitution, such as Hamilton and 
Madison, took a similar view.'® 

It is evident that the framers of the 
Constitution intended that the Federal 
Government should be supreme within 
its sphere of activities, but that that 
sphere should be limited to those 
powers expressly conferred by the Con- 
stitution or necessarily implied. But 
they were not unmindful of the fact 
that in clothing the national Govern- 


7 Journal, July 17, p. 183. This resolution is 


similar to that suggested in the Pinckney draft. 
8 Journal, Ibid., June 18, p. 130. 
* Journal, Ibid., June 15, p. 126; May 29, p. 77. 
The Federalist, edited by P. L. Ford, New 
York, 1898, pp. 198, 203-4, 309, 573-574. 


such a way that it would menace ind). 
vidual rights and invade the jurisdic. 
tion of the states. A motion to include 
a bill of rights was defeated by a close 
vote in the convention." Certgip 
provisions in the nature of a bill of 
rights, such as prohibiting the passing 
of bills of attainder and ex post facto 
laws or suspending the writ of habeas 
corpus, were actually included in the 
original Constitution.” Roger Sher. 
man offered a resolution to safeguard 
the states against federal interference 
in matters pertaining to police,” and 
this aroused considerable _ interest, 
Charles Pinckney precipitated a spir. 
ited debate in the convention when he 
urged that regulations of commerce 
should require the assent of two thirds 
of the members present in both houses 
of Congress. Four of the Southern 
states favored Pinckney’s motion. 
Perhaps the clearest example of the 
fact that the Fathers knew they were 
vesting the Federal Government with 
powers which might be used to regulate 
matters over which the states also have 
jurisdiction are the restrictions imposed 
upon the power to tax and to regulate 
commerce. Congress was prohibited 
from forbidding the importation of 
slaves prior to 1808 or to levy a tax 
greater than ten dollars a head on such 
importations. Recently Congress has 
used its commerce powers to regulate 
such matters as lotteries, food and 
drugs, obscene literature, prize fight 
films, etc. This has aroused opposi- 
tion on the grounds that it is an exer- 
cise of police power not granted to 


Madison Papers, Ill, p. 1565. 
12 Art. I, sec. 9: 2,3. Later a bill of rights was 
included in the first ten amendments. 


#8 Journal, July 17, p. 182. 
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Congress, and that regulation of com- 
merce is used merely to lend constitu- 
tional authorization to regulations 
which, if accomplished directly, would 
be unconstitutional. Those opposing 
such legislation have been loud in their 
declarations that the framers of the 
Constitution did not anticipate cloth- 
ing Congress with power to enact police 
regulations. Yet it must be admitted 
that regulating the slave traffic is an 
exercise of police power, and the South- 
ern members in the constitutional 
convention realized that Congress 
might exercise such authority through 
its power to regulate foreign commerce 
and to levy imposts. For this reason 
they sought to have these powers re- 
stricted in the regulation of the slave 
trade, and subsequent events proved 
that their fears of congressional inter- 
ference were not unwarranted. 

The argument is frequently ad- 
vanced that in expanding its sphere of 
activities Congress is exercising powers 
not contemplated by the framers of the 
Constitution. In most instances this 
would probably not be true. The ex- 
ercise of such powers as taxation and 
the regulation of interstate commerce 
need not be essentially different from 
that contemplated by the Fathers, but 
the regulation applies to a different set 
of problems and may bring about dif- 
ferent results. The concept of the 
constitutional power, however, may 
still remain the same. For example, in 
the Transportation Act of 1920, Con- 
gress practically assumes authority to 
regulate intrastate rates, and the Su- 
preme Court has upheld this action on 
the ground that such a regulation is 
necessary to secure an adequate rail- 
way system for the nation.* Drastic 
as such a regulation may seem, the 
records of the Federal Convention 
certainly do not prove that the attitude 

“ Railroad Commission of Wisconsin v. Chi- 
cago, B. 0. Ry. Co., 1922, 42 Sup. Ct. 232. 


of the members would have been es- _ 
sentially different from that of Chief _ 
Justice Taft in this recent decision had __ 
they been presented with a similar 
problem. The framers of the Consti- 
tution desired to vest the Federal 
Government with power to regulate 
matters which were national in scope — 
and character. For this reason they 
clothed it with power to regulate inter- 
state commerce. For the same reason 
the Supreme Court, in the Wisconsin 
Railroad Commission Case, upheld con- 
gressional legislation fixing intrastate 

rates. 


Meruops or FeperRAL 
ACTIVITIES 


During the last few decades there _ 
has been a notable expansion of federal __ 
activities, and it is interesting to ex- 
amine how this has been accomplished. __ 
Briefly it might be said that four 
methods have been employed. First, “ 
Congress has used constitutionally 
granted powers, such as the taxing 
power or the power to regulate inter- _ 
state commerce, to accomplish ends 
which are only incidentally related to _ 
taxation or interstate commerce. 
Secondly, the Federal Government has 
engaged in activities for which no ex- __ 
press constitutional authorization may 
be found, but which are public in their 
nature and do not interfere with the __ 
powers of the states or with individual __ 
rights. The activities of such agencies — 
as the Department of Agriculture are 
illustrative. A third way of increasing © 
federal control has been by the use of _ 
federal grants to the states with stipu- ; 
lations regarding the purposes for 
which and the manner in which the © 
money is to be spent. Finally, federal * 
activities have been increased by con- 
stitutional amendment. The Eight- 


eenth Amendment is a notable ex- - 


ample of this. 4 * 
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The provisions which have been used 
most frequently to lend constitution- 
ality to what might be termed federal 
police regulations are the commerce 
clause, the taxing clause, the postal 
clause, and the treaty-making power. 

The manner in which constitutional 
provisions have been resorted to in the 
regulation of matters where congres- 
sional authority has not been expressly 
conferred is familiar constitutional 
law. Congress is not empowered to 
regulate gambling in the states, but it 
has forbidden the sending of lottery 
tickets through the mails or in inter- 
state commerce. It cannot regulate 
vice in the states, but it can prohibit 
aiding or encouraging a woman to go 
from one state to another for an im- 
moral purpose. It cannot regulate 
monopolies or labor organizations, but 
it can impose regulations when inter- 
state trade is involved. 

Similarly, in the exercise of the tax- 
ing power, the purpose has sometimes 
been regulation rather than revenue. 
Congress may tax to protect a con- 
stitutionally granted power such as the 
power to regulate the currency. It 
may regulate the sale of food products 
by imposing prohibitive taxes.” It 
may regulate the drug traffic by tax- 
ation." These, of course, are police 
regulations, but the court has upheld 
them as a valid exercise of the federal 
taxing power. 

The postal clause and the treaty 
power have not been called into play as 
frequently as the commerce clause and 
taxing clause, but nevertheless they 
may serve as constitutional pegs on 
which to hang police regulations. 
Postal regulations, in the main, are 
intended to improve the efficiency of 
the postal service. But not a few 
regulations are in the nature of police 
% Veazie Bank v. Fenno, 1869, 8 Wall. 533. 


[ * McCray v. United States, 1905, 195 U. S. 29. 
18 United States v. Doremus, 1919, 249 U. S. 86. 
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regulations. Certainly there is noth. 
ing about such articles as prize fight 
films, obscene literature, lottery 
tickets, or literature intended to de. 
fraud, which would make them injuri- 
ous per se to the postal service. These 
articles are excluded, not to improve 
the efficiency of the service, but to 
protect the public. 

The treaty power has seldom been 
invoked to justify an extension of 
federal control. However, such regu- 
lations as the supervision of alien 
women for the elimination of vice, or 
the protection of game, indicate that 
the treaty power may be resorted to 
when sufficient congressional authority 
is lacking. 

The second manner in which the 
Federal Government has increased its 
activities is by performing functions 
which, while not expressly granted by 
the Constitution, are either federal in 
character or are of such a nature as not 
to conflict with the powers of the states 
or to interfere with individual rights. 
The work performed by many of the 
administrative agencies of the Federal 
Government is of such a character. 
This is especially true of the newer 
executive departments. Thus in the 
Department of Agriculture we find 
such agencies as the Forest Service, 
the Weather Bureau, the Bureaus of 
Animal Husbandry, Plant Industry, 
Chemistry, Soils, Entomology, Biologi- 
cal Survey, Crop Estimates, Markets, 
Public Roads, the Horticultural Board, 
Insecticide Board, and the Division of 
Home Economics. It would be dif- 
ficult indeed to find an implied or 
expressed constitutional provision au- 
thorizing the Federal Government to 
give advice on the extermination of in- 
sect pests or the preparation of sweet 
pickles, yet such work is done by federal 
agencies. Nor is the Department of 


Agriculture the only department where 
agencies exist to promote individual 
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corporate welfare. The same is 
true of the Department of Labor or 
the Department of Commerce. 

The extension of federal control by 
the use of grants is practised in so many 
connections that it threatens to become 
an established policy in congressional 
legislation. The policy is not new. 
Grants for education were made even 
prior to the adoption of the Constitu- 
tion, and since then grants, both in 
land and money, have been made for 
internal improvements or for educa- 
tional purposes. However, prior to 
1914, these grants imposed very few 
obligations upon the states and left them 
in control of the activities for which the 
aid was advanced. Beginning with 
the Smith-Lever Act of 1914 a new 
policy was introduced. In order to 
secure its share of the federal grant, a 
state had to appropriate an equal 
amount for the purpose for which the 
grant was made. The plans of the 
state for carrying out the purposes of 
the grant also had to be approved by 
the federal authorities before the aid 
was extended. This plan of “match- 
ing dollar for dollar” with the states has 
been used to promote vocational edu- 
cation, maternity and infancy hygiene, 
industrial rehabilitation, social hygiene, 
and good roads. Hundreds of millions 
of dollars have been spent on such 
grants during the last decade. The 
plan is pregnant with possibilities for 
the further extension of federal control. 
A hard-pressed state legislature finds 
the federal grant a too tempting induce- 
ment. And thus by the use of federal 
aid the national Government prevails 
upon state legislatures to enact legis- 
lation which Congress is neither ex- 
pressly nor by implication authorized 
to enact.?° 


1938 Stat. at L. 767. 

2 The constitutionality of federal grants legis- 
lation in the form of the Maternity Act (Act of 
November 23, 1921, 42 Stat. at L. 224) was up- 
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Finally, something should be said 
about the extension of federal activi- 
ties by constitutional amendment. 
It is interesting to observe in this con- 
nection that seldom has the amending 
process been resorted to in order to 
increase federal control. However, the 
Eighteenth Amendment has excited 
such a wide interest, imposed such a 
burden upon the national Govern- 
ment, and brought that government 
into such close relationship with local 
interests that it serves as an excellent 
example of what may be done by the 
amending process to increase the scope 
of federal activities. It should also 
be noted that when it is impossible to 
realize by congressional enactment 
such reforms as those embodied in 
labor legislation, there is an insistent 
demand for a constitutional amend- 
ment. 


EXTENT OF FepERAL CENTRALIZATION 


This is, of course, a brief and frag- 
mentary statement of the constitu- 
tional phase of federal expansion.” 
Let us now examine briefly the extent 
to which an expansion of federal ac- 
tivities has been carried during the 
last few decades. 

In a brief paper, such as this, it is 
impossible to give more than a hasty 
survey of the extent of federal cen- 
tralization. Nor is it possible more 
than to touch on its constitutional, 
economic, or social phases. It is an 
established principle in our constitu- 
tional system that only the states are 
vested with police power. Neverthe- 
less, in the fields of social and economic 
legislation, the Federal Government 
has frequently by indirection effected 
what amounts to police regulations. 


held in the recent case of Massachusetts v. Mellon, 
262 U.S. 447. 

*1 The author has devoted five chapters to this 
phase of national centralization. See his Federal 
Centralization, chaps. II-VI. 
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Pusric Morats anp HEALTH 


_ For the promotion of public morals, 
it has regulated lotteries through its 
power to make commerce and postal 
regulations; it has regulated the ex- 
hibition of prize fight films by excluding 


state and foreign commerce; it has 


power to regulate immigration and by 
interstate commerce and postal regu- 
lations. Similarly we find a large 
amount of federal legislation for the 
promotion of public health. Thus 
there are the far-reaching food and 
drug regulations, legislation for the 
suppression of social diseases, mother 
and infancy hygiene legislation—to 
say nothing about the activities of the 
United States Health Service. 


EDUCATION 


-«-<In the field of education, federal 
agencies have been created for the 
collection and dissemination of infor- 
mation on a variety of subjects, and 
grants have been made for the promo- 
tion of education in general and for 
vocational training. Under the “dol- 
lar for dollar” plan the Federal Govern- 
ment is not only extending financial 
aid, but may actually determine ed- 
ucational policies. So far this plan has 
covered only vocational education, but 
it is significant to note that there is a 
movement for the establishment of a 
federal department of education and an 
extension of the dollar for dollar plan 
into the field of general elementary 
education. 


Like other regulations for the promo- 
ion of public health and public morals, 
the regulation of the liquor traffic has 
always been considered an exercise of 
the police power—a power which in our 
constitutional system has been reserved 
to the states. However, even prior to 


F Liquor TRAFFIC 
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them from the mails and from inter- 


sought to discourage vice through its 


J 


constitutional prohibition, Congress 
enacted legislation affecting the traffic, 
and by the Eighteenth Amendment the 
Federal Government is authorized to 
enforce prohibition in a state regardless 
of the attitude of the state towards 
enforcement.” 


TRANsPoRTATION, BusINEss 
COMBINATIONS AND LABOR 


More consequential than the congres- 
sional legislation pertaining to public 
health, morals and education, are the 
federal regulations dealing with such 
economic interests as transportation, 
business combinations and labor. The 
last forty years have been marked by 
an assertion of federal authority in 
these fields. 

Prior to the Interstate Commerce 
Act of 1887*% Congress had done little 
to regulate the railroads. Before that 
time the Federal Government had 
concerned itself mainly with naviga- 
tion, with promotion of railroad build- 
ing, and with preventing the states 
from interfering with interstate com- 
merce. The Interstate Commerce Act 
created the Interstate Commerce Com- 
mission and sought to correct certain 
abuses. Since 1887 the federal anti- 
trust laws have been made to apply to 
the railroads; federal rates have been 
fixed, not only on interstate, but even 
on intrastate hauls; safety appliances 
have been prescribed by Congress; and 
federal employers’ liability acts and 
maximum hours of labor laws have 
been imposed upon the railroads. The 
Transportation Act of 1920 marks a 
distinct departure in that Congress, in 
this legislation, abandons the negative 
policy of prescribing certain “‘don’ts” 
for the railroads and attempts to legis- 
late with a view to building up a trans- 
portation system on a national scale. 

* This was the holding of the Supreme Court 


in Rhode Island v. Palmer, 1920, 253 U. S. 350. 
33 24 Stat. at L. 379. 
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several states as units with regulatory 
powers are ignored as never before, and 
many of their regulations are being 
replaced by federal orders. 

Like the regulation of railroads, the 
aggressive policy of Congress towards 
business enterprises is of relatively 


recent origin. Prior to the enactment 
of the Sherman Law in 1890, the atti- 
tude of the Federal Government 
towards business was largely that of 
laissez faire. Though negative in 
character and vague in meaning, the 
Sherman Law nevertheless is epochal 
in the history of federal control. But 
the Sherman Law was only a beginning. 
As in the case of the railroads, in reg- 
ulating business enterprises, the Fed- 
eral Government is not confining itself 
to the enactment of restrictive legis- 
lation. The last decade has witnessed 
a tendency to substitute administrative 
regulation for legislative control. The 
creation, in 1904, of the Federal Trade 
Commission and the enactment of the 
Clayton Act show this tendency. 
Administrative regulations, while less 
sweeping in their application than legis- 
lative enactments, are apt in the long 
run to be more fruitful in extending 
federal control. By investigation and 
study of business practices, by advice 
and warning, by hearings and awards, 
the Federal Trade Commission is 
establishing itself as a factor to be 
reckoned with by every large business. 
Modern business enterprise tends more 
and more to become interstate. For 
this reason we can expect a greater 
degree of federal control. So influen- 
tial has the Federal Government be- 
come that, as one writer has stated, it 
is “a silent partner in every large busi- 
ness.””*4 

The Federal Government has not 
gone very far in the field of labor legis- 


* James T. Young, The New American Govern- 
ment and Its Work (N. Y. 1915), p. 119. 
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lation, but congressional enactments 
on the subject are worthy of mention as 
indicating possibilities for further con- 
trol. The most important congres- 
sional enactment affecting labor is 
undoubtedly the Sherman Anti-Trust 
Law. This act has been construed as 
applying to secondary boycotts, * and 
while a half-hearted attempt was made 
in the Clayton Act to satisfy the de- 
mands of organized labor, the pro- 
hibition against such boycotts are still 
effective.“ The anti-trust laws, of 
course, technically apply only when 
there is a restraint of trade in interstate 
commerce, and the other enactments of 
Congress have dealt mainly with labor 
engaged in interstate commerce or 
serving on American ships.27 Due to 
the growing interdependence of differ- 
ent communities and_ enterprises, 
industrial strife is becoming more dis- 
astrous. State regulation is some- 
times inadequate, and an increase of 
federal control may prove to be the 
only solution. 


ATTITUDE OF THE CouRTS 


This is not intended as a complete 
catalogue of increasing federal regu- 
lations in fields where the states tradi- 
tionally have had jurisdiction. But it 
shows a tendency toward federal cen- 
tralization. On the whole, the courts 
have shown a friendly attitude toward 
the increasing assertion of federal 
authority. Congressional regulation 
was checked by the child labor deci- 

5 Lowe v. Lawlor, 1908, 208 U. S. 274; Gompers 
v. Bucks Stove & Range Co., 1911, 221 U.S. 418. 

% Duplex Printing Press Co. v. Deering, 1921, 
41 Sup. Ct. 172. 

27 The legislation dealing with seamen goes 
back to 1790 and is quite extensive. With re- 
gard to labor engaged in interstate commerce, 
Congress has provided for safety appliances, 
employers’ liability, and maximum hours of 
work. In the Transportation Act of 1920 an 
attempt was made in the creation of the Labor 
Board to furnish means for the adjustment of 


industrial disputes. 
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sions. But here the legislation was 
palpably covert. Admit that Con- 
gress can stipulate what conditions 
shall obtain in an industry and enforce 
its regulations by commercial discrim- 
inations or punitive and prohibitive 
taxes, and you set aside the theory of 
division of powers which is the corner 
stone in our constitutional system.” 
The courts have taken the liberal view 
that Congress can refuse to lend 
agencies under its control to the fur- 
therance of disapproved practices, pro- 
viding this does not interfere with 
the states in the exercise of their con- 
stitutional powers. It has also held 
that when interstate trade is affected, 
Congress may directly regulate. This 
gives Congress considerable leeway to 
impose both positive and direct as well 
as restrictive and indirect regulations. 


CENTRALIZATION A NATURAL 


OvuTGROWTH 


: The legal phases of the problem 


of centralization have received more 
attention than the social and economic. 
“States rights” is a phrase to conjure 
with and has made a sentimental ap- 
peal. However, a mere recital of the 
Tenth Amendment does not solve the 
problem of national centralization. 
Centralization is not merely a legal 
concept. It is a reality. Nor is it an 
isolated phenomenon peculiar to the 
United States. The problem of recon- 
ciling centralized control with local 
autonomy is present in every large 
state. Certain aspects of the problem 


28 The majority opinions in both the child labor 
decisions clearly indicate that the court was 
conscious of the significance of this legislation on 
the federal system. See Hammer v. Dagenhart, 
1918, 247 U. S. 251; Bailey v. Drexel Furniture 
Company, 1922, 66 L. Ed. 522. Justice Holmes, 
writing the opinion of the minority in the first 
child labor case, took the extreme view that in 
regulating interstate commerce Congress is lim- 
ited only by such restrictions as are contained in 
the Constitution itself, such as due process of law. 


are due to modern an develop- 
ment. The machine process and the 
factory system have made communities, 
ties and interests more interdependent, 
State boundaries are artificial and do not 
conform to different regional interests, 
For this reason, governmental regula- 
tions must in many instances apply to 
wider areas than the states afford. 
This is notably true in the regulation 
of transportation and of large financial 
and commercial organizations. By 
means of rapid communication, edu- 
cation, newspapers, magazines and 
motion pictures, people in different 
parts of the United States are develop- 
ing more or less common tastes, stand- 
ards and ideals. In most instances 
where the Federal Government has 
exercised its authority over matters 
previously left to the states it was not 
breaking new ground. ‘The initiative 
had already been taken by the states, 
and sentiment had been aroused in 
favor of the legislation before Congress 
acted. It is significant that of the 
many regulations of a police nature at- 
tempted by Congress only two have 
aroused considerable opposition. Na- 
tional prohibition has been opposed 
probably because it was prematurely 
imposed. Child labor _ legislation 
aroused opposition because it was un- 
popular in some localities. 


CENTRALIZATION 

However, while centralization may 
be a natural development, this does not 
mean that it is unattended with serious 
problems. Reformers failing to realize 
their pet reforms through state action 
are prone to demand federal regulation. 
It is easier to convince Congress than 
to persuade forty-eight state legisla- 
tures, and the result is more far-reach- 
ing. Often reformers fail to realize 
that the reason state action has not 
been satisfactory is because the prob- 
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lem is a difficult one to cope with, and 
to try to realize the reform on a wider 
scale may increase this difficulty. 

Let us enumerate some of the prob- 
lems attending national centralization 
in the United States. First, we might 
mention the constitutional difficulty. 
The Federal Government is not vested 
with constitutional powers to enact 
police regulations. This brings about 
legislation by indirection. Congress 
seeks to accomplish certain desired 
ends under cloak of doing something 
else. The Harrison Narcotic Drug 
Act®® was passed as a taxation measure, 
when its real purpose was to prohibit 
the clandestine sale of drugs. No 
serious-minded person will contend 
that it was a revenue measure. The 
legality of state regulations interfering 
with individual rights is tested by cer- 
tain traditional standards, and legisla- 
tion to prevent unsightly billboards 
may have to be disguised as measures 
to promote public safety. But here 
there is a chance for an immature 
standard eventually to assert itself 
openly and become the test. No such 


opportunity is afforded the Federal 
Government without constitutional 
amendment. It will have to legislate 


by indirection, and it is difficult to de- 
velop a constructive legislative policy 
under such conditions. The best one 
can expect under such conditions is to 
correct an evil here and there, but the 
regulations are not apt to form parts of 
a general legislative policy. 

Another problem is that of legisla- 
tive and administrative areas. Similar 
standards do not prevail throughout 
the United States. Legislation which 
is satisfactory in Kansas may not be 
acceptable in New Jersey. Every 
community is engrossed with its own 
problems. Congressmen are apt to be 
influenced by the desires of their re- 
spective constituencies, and this deter- 

* 38 Stat. at L. 785. 
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mines their attitude towards national 
legislation. The people, also, if too 
far removed from the governing author- 
ity, are apt to lose interest in govern- 
ment. This, together with the fact 
that administrative agencies which 
cover wide areas are apt to be over- 
burdened, tends to develop bureau- 
cracy and red tape. Is it an accident 
that countries in which red tape has 
been most notorious, such as France 
and Tsarist Russia, are countries where 
governmental functions have been 
strongly centralized? 

This brings us to another phase of 
the subject, namely, experimentation 
in government. The fact that experi- 
ments may be tried out on a smaller 
scale is one of the strongest justifica- 
tions for our federal system. Experi- 
ments in one state are watched by 
other states. If successful in one state, 
they are adopted by others. If unsuc- 
cessful, they are abandoned. Thus bya 
process of trial and error, real progress 
may be achieved. In the states, new 
things may be tried on a smaller scale 
which might prove detrimental if at- 
tempted on a national scale. 


Division OF STATE AND NATIONAL 


Work 


It is not my purpose either to con- 
demn or justify the tendency of the 
Federal Government, during the last 
few decades, to assert itself more vigor- 
ously in regulating matters which tra- 
ditionally have been considered as 
belonging to the jurisdiction of the 
states. So profound a student of 
government as Professor Freund has 
asserted that: 

The system of concurrence of powers 
subject to national supremacy is the one to 
which the future belongs. States will have 


to be content with what cities enjoy under 
constitutional home rule. *° 


%° Ernst Freund, “The New German Consti- 
tution,” in Political Science Quarterly, XXXV 


(1920), pp. 183-184. 
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But, whatever their legal status may 
be, it must not be forgotten that the 
» states will probably continue to func- 
tion as local governmental units and 
_ that certain functions can be more 
_ satisfactorily performed by these units 
_ than by the central government. It is 
regrettable that more thought has not 
been given to the question of division of 
_ labor between the central government 
and the states. Both the National 
Government and the states are becom- 
ing overcrowded. Neither can afford 
to duplicate the work of the other. If 
_ a working agreement is to be reached 
between the Federal Government and 
the states, serious attempts should be 
made to delineate more clearly what 
_ subjects inherently lend themselves 
_ respectively to national and to local 
control. This is a problem to en- 
gage the attention of political scien- 
tists. 
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The Place of the Department of Agriculture in the 
Reorganization of the Federal Government 


By Henry C. WALLACE 


It was the idea of some of the leaders 
in the Federal Convention, nota 
Madison and Wilson, that those 
subjects which are national in scope 
and character should be regulated by 
the Federal Government and _ that 
others should come under the juris. 
dictions of the states. What interests 
are national in character, and what are 
local? Apparently the railroads in. 
herently lend themselves to national 
control, and regulations affecting per- 
sonal conduct seem to arouse less 
opposition when attempted by the 
states and localities. The problem 
for the legislator as well as for the 
student of government is to try to 
delineate what functionally belongs to 
federal control and what can be more 
satisfactorily regulated by the states. 
It is folly to impose functions on the 
one which can be more satisfactorily 


performed by the other. 


Secretary of Agriculture of the United States 


_ who have considered the 
subject of governmental reorgani- 
zation will in the main agree that gov- 
ernment departments should be organ- 
ized around the different functions that 
are necessary to the maintenance of the 
complete national organization. Some 
of these functions, such, for example, 
as diplomatic relations, fiscal affairs, 
and national defense, are so clear and 
outstanding that they have almost uni- 
versally been recognized in the crea- 
tion of departmental units in govern- 
ment organizations. The clearness 
with which other functions are appar- 
ent may — upon the stage of de- 


velopment of the nation, its location or 
natural resources. 

The encouragement of the produc- 
tion and efficient marketing of food and 
organic raw materials is another func- 
tion of government that is becoming 
more important with the progress of 
the years. In young and growing na- 
tions with small populations and an 
excess of food production this function 
may not be as important as some 
others, but in the older and more 
thickly populated nations one of the 
major problems is to provide sufficient 
food and raw materials to maintain an 
and a de- 
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veloping industry, and here the func- 
tion is recognized to be important and 
adequate provision is made for its de- 
velopment. 


PopvuLATION OvuTDISTANCING 
Foop PropuctTIon 


The United States is in a tran- 
sition period. After three centuries of 
continuous excess food production we 
have reached a situation in which the 
increase in population is steadily out- 
distancing the increase in food produc- 
tion. If the ratio is allowed to con- 
tinue we will join England, Germany, 
and France in the category of food- 
importing nations. Our cotton pro- 
duction has been decreasing. Our corn 
acreage has not increased in more than 
ten years. Our wheat production even 
under the stimulus of war conditions 
only increased as fast as our popula- 
tion, and now under price depression 
is falling off. Nineteen states in the 
Union actually decreased in cultivated 
area in the last decade. Two or three 
others remained stationary, and in this 
number are included all of the great 
food-producing states of the upper 
Mississippi and Ohio Valleys. Our 
cultivated area increased only 7 per 
cent, while our population increased 14 
per cent. We are cutting the lumber 
from our forests four times as fast as 
it is being reproduced. We are already 
importing nearly one half of our pulp 
wood. The apparent overproduction 
of the present time is not overproduc- 
tion, but underconsumption. There is 
not as much wheat being produced in 
the world today as there was in 1914. 
If this nation is to continue to grow and 
develop as it has for the past centuries, 
it is imperative that we recognize the 
immediate urgency of the problem and 
organize for efficiency in its solution. 

The nations that are most success- 
fully meeting this situation have recog- 
nized the unity of 


function and have organized their de- 
partments accordingly. This depart- 
ment in England was called the De- 
partment of Agriculture, Forestry and 
Fisheries until recently. Then the for- 
estry problem, becoming even more 
acute, was set off as a separate division 
under a commission for its more rapid 
development. The 1923 Yearbook gives 
Dr. Mueller as Minister of Food and 
Agriculture in Germany. The 1920 
Yearbook shows that Agriculture in- 
cluded Forestry and the Public Do- 
main, and the last publication on fish- 
eries from that Government bears the 
heading of the Department of Agricul- 
ture, indicating that the entire prob- 
lem of the handling of Agriculture, For- 
estry, Fisheries and the Public Domain 
is recognized to be a single unit. Eng- 
land, of course, has no longer any pub- 
lic domain. France has a similar or- 
ganization, except that the Fisheries 
are combined with the Merchant Ma- 
rine. Canada is in the same relative 
situation that we were a few decades 
ago and, like our organization at that 
time, divisions are scattered among 
several departments, but the Canadian 
Government is beginning to recognize 
the inefficiency of her organization and 
there is much agitation for unity in 
function. 


How tHE DEPARTMENT 
Function 
If the Department of Agriculture is __ 
to assist in the production of sufficient 
food, including both human and animal 
food and of organic raw materials such 
as cotton, wool, wood, pulp, flax, silk 
and rubber, it should be given admin- 
istrative charge of those functions of 
government, the codrdination and uni- 
fication of which are necessary to ac- 
complish this end. These functions 
are: 
(1) Agriculture in its broadest sense, in- 


PLACE OF THE DEPARTMENT OF AGRICULTURE 
4 
ib 


(a) How to produce; 
(b) What in the light of the demands of 
trade and competition it is wise 
to produce; and 
(Sane (c) How to distribute those products in 
he the most economical and efficient 
i way to the consumer. 
_ (@) Forestry, including the determination 
$ of which areas should remain per- 
manently in forests or be brought 
‘ back into forestry, and which areas 
Dy will be more valuable for other agri- 
cultural products. Also the best 
utilization of products of the forest. 
(3) Fisheries, including also the problem of 
the best utilization of aquatic and 
subaquatic areas. 
_ (4) The control of the wild life with refer- 
ence to 
(a) Conservation; 
(b) Use as food; 
(c) Use as raw material—plant prod- 
ucts, furs, etc. 
(5) The control of the public domain, in- 
= cluding only the surface of the land 
er. (the mineral, oil, coal, clay and other 
= products should be organized into a 
division of mineral resources in an- 
department); including 
(a) The determination of the most effi- 
a. cient use of the land surface, 
ss whether for agriculture, forestry, 
permanent grazing, or water con- 
servation. 
(6) The organization for the administra- 
tion of the national forests and the 
= _ public domain could with greater 
efficiency and economy administer 
the national parks, the unalloted In- 
dian lands, and other smaller land 
units. 
(7) The administration of all agricultural 
features of the Reclamation Service, 
including 
4 (a) The selection and determination of 
n the areas to be irrigated or 


drained. 

4 b) The administration of the projects 

after they have been completed 

(the engineering construction to 
be in charge of a Department of 

Public Works). 


The above outline will clearly indj. 
cate the necessary units for the eff. 
cient administration of the functions 
of food and raw-material development, 
This is not only a definite, single func. 
tion of the Government, but the car. 
rying out of this function is almost 
entirely founded on the solution of 
biological and organic chemical prob- 
lems—those sciences which deal with 
the study of life and its manifestations, 
The Department of Agriculture must 
have specialists in botany, plant physi- 
ology, plant pathology, bacteriology, 
as well as zodlogists, animal physiolo- 
gists, animal pathologists (veterinari- 
ans), entomologists, geneticists, or- 
ganic and physical chemists, and both 
plant and animal breeders. Besides, it 
must have trained specialists in all 
lines of the applied sciences related to 
agriculture—animal husbandmen, dairy- 
men, poultry men, apiculturists, agri- 
cultural economists, agronomists, horti- 
culturists, foresters, and soil scientists. 

With this type of organization no 
other division of the Government 
would need to develop this kind of 
scientific organization (except the Pub- 
lic Health and Medical Science group, 
which is a distinct division and in 
which there would be no overlapping 
of functions). On the other hand, 
there would need to be organized a 
department of government to handle 
physical, mechanical, engineering, geo- 
logical, and inorganic chemical prob- 
lems which would no doubt include a 
Division of Public Works and a Divi- 
sion of Mineral Resources. 

There need be little argument to sup- 
port such an outline of government 
reorganization. It is logical, both as to 
its national relationships and with 
reference to relationships in the states 
and local subdivisions. It would have 
the approval of the working force of 
the different organizations under con- 
sideration. 
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CULTURE 

It would of course embrace large 
administrative functions, such, for ex- 
ample, as the Forest Service and the 
Meat Inspection Service, but these 
great administrative services have 
grown out of the scientific researches 
in their respective fields and are con- 
tinually being improved and reorgan- 
ized along the lines of the latest dis- 
coveries and developments in the fields 
of their related sciences. They cannot 
be detached from the research organi- 
zation without serious loss of efficiency. 
The problems, for example, of the For- 
est Service have in past years been 
largely those of disposing of the timber 
crop. That problem is largely over. 
Their main function in the future is to 
develop another timber crop, to study 
the problems of soil, climate, and ex- 
posure, to determine what species 
should be encouraged and what dis- 
couraged in each different environ- 
mental complex, to develop a more 
satisfactory system of cutting so as to 
insure the right type of forest develop- 
ment in each case, to study utilization 
so that the production shall not be 
wasted, to handle the grazing resources 
so as to give the maximum benefit to 
the settlers of the regions and at the 
same time preserve this heritage from 
destruction so that it will be a con- 
tinued asset to the generation to follow. 

The grazing situation on the public 
domain is becoming acute. Large 
areas have already been overgrazed to 
such an extent as to make them ca- 
pable of supplying food for only one 
animal where formerly five were main- 
tained. Nor is even this the worst 
phase of the situation. The elimina- 
tion of the forage cover, with its soil- 
binding roots, has allowed flood waters 
to erode the surface, forming great 
gullies and ravines, carrying with them 
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boulders that have dammed up the 
stream, and in some cases choked the 
irrigation canals. But even worse are 
the great floods of sediment which are 
continually filling the canals and the 
laterals and destroying valuable areas 
of formerly rich and fertile soil in the 
bottom lands. 

This era of increasing destruction 
and desolation must be checked. The 
transfer of the public domain to the 
Department of Agriculture would make 
it possible to immediately put these 
areas under the same grazing adminis- 
tration as the forest reserves, stop this 
destruction, and gradually bring them 
back to their original condition. The 
same organization that handled the 
Forest Service and Public Domain 
could administer the national parks 
with economy and efficiency. The 
Forest Service already maintains large 
areas for recreational purposes and the 
entire park and recreational service 
should be developed as a single unit. 
The major problems are the preserva- 
tion of the scenic attractions, the for- 
ests, the wild animals and birds, and 
at the same time make them available 
to the public. The protection of all of 
these cannot be limited by narrow 
boundaries. The birds and game cross 
the boundaries of the parks and the 
forests on to the public domain. The 
forest fires pay no attention to bound- 
aries. The destructive bark beetles 
which have destroyed the timber over 
large areas must be controlled by a 
single organization, irrespective of 
boundary lines. All of these problems 
would be simplified if we had a unified 
administration of these areas and at 
the same time the possibility of in- 
creasing their contribution to the na- 
tional welfare would be trebled. 

The problems of the administration 
of the public domain are rapidly chang- 
ing. Its major function in the past has 
been to transfer titles of land and en- 
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courage settlement. The stage has 
already been reached when there are 
many more failures than successes in 
the attempts to establish homes and 
maintain American standards of living 
on these lands. The major problems 
of the future administration of this 
area will be the determination of what 
type of utilization of these lands will 
contribute most to the permanent 
prosperity of the community and the 
nation. It has always been the policy 
_ of this nation to encourage the estab- 
_ lishment of homes upon the land. This 

should undoubtedly be continued, but 
where 80 or 160 acres would furnish an 
_ adequate living for a family in the 
Mississippi Valley, it may take ten 
times this area under more arid con- 
ditions, and even then it will be neces- 
sary to select with care to combine 
tillable land, grazing area, and per- 
manent water. 

The determination of such problems 
is entirely agricultural, and the whole 
question of whether a given area of 
land should be farmed, maintained in 
_ forest, or reforested, held as a per- 
manent grazing area, whether swamps 
should be drained or maintained or 
even increased in area so as to main- 
tain the ground water table, can only 
be determined by a careful and thor- 
- ough study of all of the aspects of the 
problem from a national standpoint. 
The ground-water situation in the upper 
Mississippi and Ohio Valleys is becom- 
ing alarming. Wells formerly ten or 
fifteen feet in depth are now in many 
cases twenty or thirty feet. The 
ground - water table has fallen from 
ten to fifteen feet over a large part of 

this region. This has reduced the 
amount of water available for the 
growing crops and is becoming in- 
creasingly serious. The breaking up 
of large areas of prairie land has, of 
course, contributed to this result. Just 
how much the drainage of lakes and 
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large areas of swamps and wet lan 
and the straightening of river courses, 
have contributed to this should be 
thoroughly studied. Every effort 
should be made to check this menace 
by maintaining more reservoirs, lakes, 
swamps, and forest areas. 

The problems of flood control, water- 
shed protection, development of water 
power and provision for recreational 
areas for congested populations, should 
all be considered in connection with 
the possibility of the production of 
timber, fish or other aquatic life, and 
the utilization of our national resources 
in such a way as to contribute to the 
greatest possible development of the 
nation. Our natural precipitation is 
our greatest national resource. With- 
out it the land would be worthless. 
Properly conserved it brings health 
and wealth. Uncontrolled it con- 
tributes to floods and devastation. 


Pusiic HEALTH SERVICES 


The meat inspection service is a 
great administrative organization that 
was primarily organized to contribute 
to the public health. It has success- 
fully carried out that function and at 
the same time contributed probably 
even more to the maintenance of 
health of our domestic animals and 
thereby benefiting agriculture. It has 
been possible by this inspection to 
locate the source of infections of an- 
imal diseases and apply the proper 
precautions to prevent their spread. 
The working force of the meat inspec- 
tion service, the tuberculosis eradica- 
tion, the control of hog cholera and of 
other serious animal diseases, are in- 
terchangeable and are transferred back 
and forth from one activity to another 
as the occasion demands. The great 
movement of animals to slaughter is 
during the fall and winter period, 
while the greatest activity of disease 
control is necessarily during the sum- 
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‘mer months. These forces are there- 

fore shifted back and forth from one 
phase of the work to another, and this 
consistent interchange between the 
field and the inspection service im- 
measurably strengthens both activities. 
In fact, all field-men are first trained in 
the meat inspection service. The sep- 
aration of the meat inspection service 
from the Department of Agriculture 
would disassociate it from the research 
bureaus that are constantly perfecting 
the processes of inspection and disease 
control, and would materially increase 
the cost by doing away with the possi- 
bility of shifting from one service to 
another to meet the peak loads in each 
instance. 

The enforcement of the pure food 
and drug laws was established in the 
Department of Agriculture because 
that organization possessed the differ- 
ent technical scientists necessary to the 
determination of the standards of 
purity necessary. If this service was 
transferred to any other organization it 
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OR purposes of analysis, the prob- 
lems of rural government in the 
United States—and indeed of govern- 


4 


ment in general—may be considered in 


several groups: There are problems of 


_ functions,—the objects or ends to be 
attained or the work to be undertaken 

by public or governmental agencies. 
_ There are problems as to the areas or 
districts best suited for carrying on the 


! This article presents the substance of a report 


prepared for and approved by the Committee on 


Rural Government of the American Country 
Life Association, and read at the New Orleans 
meeting of that Association. 
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would be necessary to duplicate many 
laboratories that are now engaged in 
research work for the Department of 
Agriculture as well as contributing to 
the pure foodadministration. Whether 
its intimate relationship with the other 
activities of the Public Health Service 
would overbalance these considera- 
tions, would be a matter for the proper 
authorities to determine. This and 
other minor transfers suggested are 
relatively unimportant as compared 
with the need of realizing the real 
function of the Department of Agri- 
culture and establishing an organization 
that will enable it to provide the food 
and raw materials necessary to the 
continued growth and development of 
the nation. 

When all is said and done it must 
be remembered that really efficient and 
economical administration is the end 
to be sought, and when measured by 
this standard many plausible theo- 
retical plans for reorganization fall 
apart on examination. 
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desired public functions. There ae 
problems as to the organization and 
relations of the governmental machin- 
ery. And there are problems of cit- 
izenship, connected with the relations 
of citizens and voters to the local 
government and its work. 

These groups of problems, however, 
are not independent and disconnected. 
They are mutually dependent and 
inter-related; and a brief examination 
of each group may be considered as 
different cross sections of the same 
subject matter, cut through different 
dimensions, and to be studied from dif- 
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_ ferent points of view. By such a 
method of analysis the nature of the 
problems as a whole and their mutual 
inter-relations may be more clearly 
understood. 


Functions oF RuraLt GOVERNMENT 


The scope of public or governmental 
functions in the rural country has 
always been less than in the more com- 
pact urban sections; and the great 
_ development of governmental activities 
during the last half century has been 
mainly in connection with urban com- 
munities in the case both of municipal 
_ functions and the functions of state 
and national governments. Rural con- 
ditions have changed less strikingly 
- and have remained less complex than 
_ urban conditions; and while they have 
been changing in no small degree, the 
_ relatively slower rate of change has 
made them seem more nearly station- 
ary. Perhaps mainly as a result of 
_ this, political conditions in the rural 
_ regions have until very recently re- 
_ mained substantially as they were fifty 
- years ago. This may be indicated by 
noting that county taxation (in Illinois) 
showed no increase from 1870 to 1900; 
and that the increase since then has 
been less than that in distinctly urban 
municipalities, and has in Illinois been 


counties with a large urban population. 
Thus, local government in the rural 
areas has consisted for the most part in 
the administration of justice, the main- 
ay = of primitive roads, the support 
_ of small elementary schools, with some 
provision for poor relief; and such 
go _ functions have continued to be carried 
, al in much the same way and on about 
the same scale as before and immedi- 
ately after the Civil War. Such changes 
and improvements as took place were 
_ for the most part due to increased 
activity on the part of state govern- 
ments, by grants for schools and the 


development of state educational and 
charitable institutions, rather than by 
growth in the activities of local 
agencies. 

In recent years, however, there have 
been more rapid changes and develop- 
ments, partly by the further increase of 
state activities, but in part at least by 
the action of local authorities, and by 
the creation of new local districts and 
authorities. Moreover, the new move- 
ment for the improvement of country 
life aims at securing for the rural sec- 
tions of the country many of the econ- 
omies and social advantages of city 
life. This may be done in part by 
means of voluntary private organiza- 
tions. But, as urban improvements 
have been brought about in large part 
through the action of the municipal 
governments, so the improvement in 
rural conditions will depend to no little 
extent on the activities of rural gov- 
ernmental agencies. 

Thus there is a steadily growing 
recognition of the need for public 
action for the improvement of rural 
economic conditions. The construc- 
tion of good roads, already actively 
under way in many states, aided by 
state and national grants for the more 
important highways, can only be made 
general through the action of local 
agencies. The improvement of meth- 
ods of agricultural production, now 
promoted by the national and state 
governments, can be most effectively 
extended throughout the country by 
the active co-operation of local authori- 
ties. The development of marketing 
agencies, co-operative buying and sell- 
ing and credit facilities may also be 
promoted by the assistance of local 
officials. 

In the broader field of social welfare, 
more is being done than formerly, and 
still more is being urged and demanded 
for the rural parts of the country. The 
elementary rural school with one or 
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two teachers is no longer accepted as 
satisfactory; and graded schools are 
jncreasing and should increase more 
rapidly. The need for more effective 
sanitary regulations for the protection 
of public health and the application of 
preventive medicine in rural sections is 
being more clearly recognized and 
should be further extended. Better 
methods for the care of the sick and de- 
fectives, dependents and delinquents, 
are clearly needed. And there is also 
a growing demand for furnishing police 
protection and facilities for recreation 
in the country as well as the city. 

Improvements are being made in 
these directions; and much more may 
be done through the present agencies 
of local government by active and pro- 
gressive officials. But if far-reaching 
developments are to take place along 
such lines as indicated above, there is 
an essential need for important changes 
in the machinery and methods of rural 
government. The agencies established 
to meet the simple needs of earlier 
times are clearly inadequate and so 
defectively organized as to be incapable 
of undertaking satisfactorily these ad- 
ditional functions. If, therefore, the 
improvement of country life in these 
directions is to be made possible, a 
necessary prerequisite is the revision 
and reorganization of rural government 
so that it may be able to handle such 
problems. 


Rurat AREAS 


In the United States there is a large 
variety of local areas, and nothing like 
an approach to a general agreement as 
to the bases on which such areas should 
be determined. The variety of dis- 
tricts in each state present a compli- 
cated network of overlapping areas; 
while for some states and for the coun- 
try as a whole the political geography 
presents a confused chaos which almost 
defies clear and intelligent analysis. 
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Leaving aside the administrative dis- 


tricts of the national government, there 


are within the several states legislative  __ 


and judicial districts; counties, towns, 
villages, boroughs and cities; and a host 
of special districts for particular pur- 
poses, which have been formed with 
little reference to each other, with over- 
lapping and interwoven boundaries 
and jurisdiction. 

Amid this confusion of political areas, 
there are a few common elements of 
fairly general application. In every 
state there are local districts known as 
counties,—except in Louisiana, where 
the corresponding areas are called 
parishes. In every state there are 
urban districts called cities, and smaller 
semi-urban districts called villages, 
boroughs or incorporated towns. In 
every state there are other districts 
smaller than the county, which are for 
the most part rural in character, such 
as the New England towns, the town- 
ships of the Middle-Atlantic and North 
Central states, and districts for special 
purposes in the Southern and Western 
states. In addition, there are in nearly 
every state large numbers of other 
special districts, some urban, some 
rural, and some of a mixed character. 

But the most common districts of the 
same name represent areas of widely 
different character, even in the same 
state, and much more in the country 
as a whole. There are more than 
3,000 counties in the United States, 
ranging in area from 24 square miles 
(Bristol County, R. I.) to 20,000 square 
miles (San Bernardino County, Calif.) ; 
and from less than a hundred to nearly 
three million population. The average 
county area is about 1,000 square 
miles, and the average population is 
about 30,000. But then, averages are 
misleading; and the typical county has 
about 600 square miles and about 
20,000 population. In different sec- 
tions of the country, counties differ to 
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a considerable extent. In New Eng- 
land, county areas are somewhat larger 
and population much larger than the 
typical county. In the Southern states, 
counties as a rule are smaller both in 
_ area and population than the typical 
_ county. In the Western states, most 
counties are much larger in area, but 
smaller in population than the typical 
re. ‘ied county. Even in the same state, the 
variations are often great. In Illinois, 
counties vary in area from about 200 
es to more than 1,000 square miles; and, 
- omitting Cook County, they range in 
population from 7,000 to more than 
100,000. 
state constitutions contain 
provisions as to the minimum area for 
new counties; and these provisions, 
dating for the most part from about 
1850, indicate some consensus of opin- 
ion at that time as to the convenient 
area. Most of the provisions fix an 
. & area in the neighborhood of 400 square 
miles; but even in states with such pro- 
visions, there are found a number of 
counties smaller in area, established 
before the constitutional provisions 
were adopted. 
_-_[t may be surmised that the area of 
F: _ 400 square miles represented a district 
in which, with the roads and animal 
Bs = of the time, it was possible to 


go from any part of the county to the 
county seat near the center, transact 
‘business, and return within a day. 
_ Nowadays, with motor cars and im- 
_ proved roads, it seems obvious that a 
- much larger area would be equally, and 
__ perhaps more, convenient. Those who 
_ have investigated the working of 
he government are agreed that 

_ most counties, even of the typical size, 
constitute a district too small, both in 
- area and population, for effective ad- 
ministration, alike of the older func- 
tions and the proposed new county 
functions. Some have concluded from 


this that the best solution would be the 
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abolition of the county. But the gen. 
eral experience of this and other coun. 
tries indicates the need for local dis. 
tricts smaller than the American states 
(except, perhaps, in Rhode Island and 
Delaware) for purposes of both state 
and local administration. In other 
countries, moreover, the districts which 
correspond most closely to the Ameri- 
can county (such as the county in 
England and the department in France) 
are usually larger in area and much 
larger in population than the typical 
American county. 

Not only are most counties in most 
of the states too small in area, but the 
existing boundaries have often little 
references to either geographic, eco- 
nomic, or social factors. County lines 
have for the most part been estab- 
lished before the country was well set- 
tled; and in most of the states east of 
the Mississippi River, the county 
boundaries remain now as fixed before 
the Civil War. Except in the older 
seaboard states, counties are usually 
marked off by straight-line boundaries, 
with little reference to the topographic 
conditions which determine the lines 
of communication. With the progress 
of settlement and the development of 
railroad transportation, the county 
areas have become less and less ad- 
justed to the centers of trade and 
social activity. 

About two thirds of the counties at 
the present time are distinctly rural 
areas, in which the largest village or 
city has less than 5,000 population, and 
often less than 2,500. Almost a fourth 
of the counties include a city of 5,000 
to 25,000 population, and other vil- 
lages, but with a considerable propor- 
tion of rural population. In about 
one twelfth of the counties, the 
urban population distinctly predom- 
inates. 

In view of these considerations, it 
may be urged that, accepting the 
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county as a permanent local area, 
there is need in most states (and espe- 
cially in the Southern and North Cen- 
tral states) for revising the county 
areas, and consolidating the smaller 
counties, so as to form counties suit- 
able in area and social interests to 
meet the conditions of the present 
time. 

For such a revision of county bound- 
aries, the main emphasis should be laid 
on economic and social factors, so as to 
recognize and encourage the develop- 
ment of communities with a common 
social life. This will be affected by 
geographic elements, such as hills and 
rivers; and by transportation lines, and 
trade centers; but attention should also 
be given to historical connections. No 
hard and fast limits as to area, and still 
less as to population, can be named; 
but for the most part larger areas than 
the present will be most suitable; and 
it may be suggested that, except for 
distinctly urban communities, an area 
of 900 to 1,000 square miles may be 
taken as the standard. Counties of 
this size will usually contain a city of 
at least 5,000 population. 

It must be recognized, however, that 
a general revision of county lines will 
be made only by slow stages. There 
are constitutional provisions in many 
states which will stand in the way. 
The inertia of tradition, political habits 
and party organization will oppose 
changes in established boundaries, 
even when legal obstacles are removed. 
More progress will probably be made 
by changes wherever local sentiment is 
favorable, than by undertaking a com- 
plete recasting of the existing areas 
over a whole state at once. 

With regard to local rural areas 
smaller than the county, there is a still 
wider divergence throughout the coun- 
try than in the case of counties. New 
England towns remain active and vig- 
orous local units though there is some 
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criticism of town government, and to 
some extent special districts are being 
formed within the towns. The town- 
ship of the Middle-Atlantic and North 
Central states is of much less and 
declining importance; and villages and 
special districts for particular purposes 
are more numerous. In the Southern 
and Western states, villages and special 
districts exist in great variety. 

It has been suggested that, except 
for villages and cities, all functions of 
local government might be consoli- 
dated in the county, with provision for 
special assessment (and perhaps other) 
districts for administrative purposes, 
but without a distinct local autonomy. 
But the universal prevalence of rural 
units smaller than even small counties, 
reflects a widespread need, and the 
problem is rather to choose between an 
unorganized series of overlapping spe- 
cial districts and a system of consoli- 
dated local communities. The New 
England town represents the latter 
ideal; but it has not proven successful 
as applied to the artificial township 
areas of the Middle West, and the 
attempt made, following the Civil War, 
to establish a general system of this 
kind in some of the Southern states, 
failed even more completely.” 

Nevertheless, the opinions of most 
systematic students of government and 
of those actively interested in the 
country life movement (including those 
in the Southern states) agree in believ- 
ing that consolidated community gov- 
ernment is to be preferred to over- 
lapping and legally disconnected special 
districts. At least it seems clear that 
such legislation as that of North Caro- 


2 Moreover, the New England rural towns are 
too small for the most effective performance of 
certain functions (such as school supervision) 
and under present conditions are too small for 
the most economic government in other respects. 
They are burdened with too many officials and 
governmental machinery that could serve a 
larger area without added cost. 
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dina, providing for the voluntary 
formation and incorporation of rural 
communities with a considerable scope 
of local powers, is to be encouraged. 
Such communities, including villages 
as trade and social centers, and dealing 
with a number of local problems, may 
be expected to develop an active politi- 
cal consciousness, which is impossible 
in such artificial areas as the congres- 
sional township or in special districts 
dealing with single subjects. qo 


_ In the existing machinery for rural 
local government, the most general 
_ defect is the complicated variety of 
local officials and the lack of any 
definite and coherent system of organ- 
_ ization. In county government, this 
is shown in the number of officials 
independent of each other and the lack 
both of any concentrated executive 
control and of an adequate representa- 
tive council with substantial powers of 
local legislation. For areas less than 
the county, the confusing number of 
overlapping districts and petty officials 
is another phase of the same situation. 
_ State supervision over local officials is 
also exercised spasmodically and with- 
- out any coherent plan, and is clearly 
inadequate even in the case of officers 
a who are most distinctly state agents 
_ for the local administration of state 
affairs. 
These conditions have been perhaps 
tolerable in the past when population 
was widely scattered and public activi- 
ties were of little importance. But in 
the present stage of rural settlement in 
most parts of the country and with the 
increasing scope of governmental func- 
_ tions and the demand and need for 
further expansion in the fields indi- 
cated, the problem of an effective 
organization of rural government be- 
- @omes more and more important, and, 
as already noted, is essential if proposed 
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extensions of public activities are to be 
undertaken with any hope of success, 

It must be realized, however, that no 
detailed plan and chart of organization 
for rural government can be worked 
out which will be equally applicable to 
all parts of the United States. Differ. 
ent conditions and existing institutions 
must be taken into account; and the 
definite provisions must be worked out 
for each state, and to some extent 
adjusted to varying conditions within 
the states. This may be secured by 
provisions for county home rule char- 
ters, as in California and Maryland; 
but in most states more progress may 
be looked for by providing optional 
plans of county. government, as 
authorized by the recent Louisiana 
constitution, and approved by the 
Illinois constitutional convention of 
1920-22. 

It is possible, however, to indicate 
some of the fundamental principles 
which should be followed, and to sug- 
gest some of their applications. The 
essential elements which should under- 
lie any effective organization of rural 
government are those of simplicity and 
responsibility. The present confusing 
chaos of authorities and agencies should 
be reduced to simpler terms; and the 
line of responsibility should be clearly 
determined. 

In the field of county government, 
these considerations call for a reduction 
in the number of elective county offi- 
cials, the establishment of a single 
responsible executive control, effective 
supervision over local officials in the 
performance of state functions, and the 
creation of a local representative 
authority for controlling local policies 
and local finances. 

It is believed that for the local 
representative authority in the county, 
there should be a council, in most cases 
of five to seven members, with control 
over county taxes and finances and the 
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determination of questions of policy 
and local legislation, but without the 
detailed administrative duties now 
imposed on county boards. Such 
county councils may be elected by dis- 
tricts, or if elected at large should be 
chosen by some plan of voting which 
will secure representation of different 
interests. 

For the chief county executive, there 
is much to be said for applying the 
principle of the city-manager plan and 
providing for a county manager, se- 
lected by the county council. But it 
will perhaps be easier to bring about 
the needed concentration of executive 
authority in one of the existing officials. 
Tendencies in this direction now exist 
in the case of the county or probate 
judge in some of the Southern states 
(Georgia and Alabama), and other 
officials in other states (as the county 
clerk in Illinois, or the president of the 
county board in Cook County). In 
several counties in North Carolina the 
chairmen of the county boards have 
been made full-time salaried officers and 
act as county managers; and other 
counties have county managers.’ 

As a means for securing responsible 
supervision over the performance of 
state functions, it is believed that the 
state’s attorney or public prosecutor 
should be appointed by the governor, 
as the principal agent for the local 
enforcement of state law. Other ex- 
ecutive and administrative officials 
should be locally appointed. For coun- 
ties including large cities (of over 
100,000), the consolidation of city and 
county government should be made 
possible. 

For rural districts smaller than 
counties, the most important need is 
the consolidation of overlapping dis- 


* Commissioner chairman manager in Rocking- 
ham (1913), Richmond (1913), Buncombe (1917) 
and Mecklenberg (1919) counties; county man- 
agers in Catawba and Caldwell counties (1917). 
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tricts into community areas, in which 
various functions may be combined in 
one group of public authorities. Here, 
too, there will be need, in most cases, 
for a small local council and a chief 
executive, but in small rural communi- 
ties the executive should be a local 
leader rather than a professional expert 
manager. If the number of such dis- 
tricts in a county does not exceed the 
number of members in the county 
council, the latter may well be com- 
posed of the chief officials of the com- 
munity districts, as in the county 
boards under the supervisor plan of 
township-county government. The 
open town meeting of voters may well 
be continued wherever it is active and 
effective, and may be authorized to be 
established where local conditions war- 
rant; but should not be established or 
continued where its usefulness is not 
recognized. 

Both in counties and the smaller 
rural communities there is need for 
active co-operation between public of- 
ficials and voluntary organizations for 
economic and social purposes. Farm- 
ers’ associations and school boards 
should be able to unite on plans for 
agricultural education;and co-operative 
action may also be carried on in such 
matters as citizenship, sanitation and 
public improvements. 

There is further need for a definite 
system of reports by such local authori- 
ties to the state authorities, presenting 
brief but intelligible statements of 
finances on a uniform plan, and also 
other records. Uniform systems of 
local accounts and a regular state audit 
of local accounts are desirable; but the 
primary need is for a satisfactory sys- 
tem of reports as to local finances and 
the work of local governments. 


CITIzENSHIP 


Whatever may be done in the way of 
readjusting local areas, reorganizing 
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the machinery of rural government, 
and extending the legal powers and 
functions of the local authorities, the 
successful working of any system of 
rural government will depend on an 
active and intelligent body of citizens. 
For this purpose there is need for more 
systematic and organized efforts to 
arouse and strengthen an educated 
interest in local public affairs in rural 
communities. There should be in such 
regions, as well as in cities, local civic 
associations or leagues dealing with 
local problems on their merits and 
_ taking an active part in the selection of 
more capable and progressive local 
officials. 

A phase of such work of special 
importance at this time, with the recent 
_ extension of voting rights to women, is 
the development of organized work in 
citizenship among the women in rural 
sections. Courses of reading and study 
in citizenship and rural problems should 
be formulated, suitable for the use of 
women’s clubs, extension schools and 
_ other agencies; and also for civics 
_ classes in rural high schools; and steps 
should be taken to distribute outlines 
and suggestions for such courses through 

such organizations as the League for 
Ve Women Voters and publications such 
“4 as the Woman Citizen. 
_ Another important field for training 
_in citizenship in rural districts, as well 
as in urban, is for those who have re- 
cently come to this country from other 
lands. The problem of the American- 
ization of these from abroad is not 
limited to the cities, but exists also in 
many rural parts of the United States. 
For this work, too, special courses and 
special methods need to be planned; 
and systematic work must be done to 
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secure their introduction and continua. 
tion where needed. 

There is also need for more attention 
to rural government in the rural schools, 
and also in high schools, colleges and 
universities, not only in the general 
courses on government and citizenship, 
but in the larger universities special 
courses on rural government should be 
given, as well as those on municipal 
government and city affairs. 

In connection with the _ various 
phases of training in citizenship, civics 
or Americanization, attention should 
be called to certain dangers in a good 
deal of the work being done under these 
terms. On the one hand, there is q 
tendency towards the dissipation of 
energy by attempting to cover the 
whole field of sociology, economics and 
ethics in a brief survey course, with 
little or no consideration of the prob- 
lems of government and the relations 
of citizens to such problems, which 
should form the essential element in 
any course in citizenship. On the 
other hand, there are efforts in some 
quarters to direct work in American- 
ization in the interest of reactionary 
conservatism and to stereotype the 
political and economic ideas of the 
middle 19th century as the final word 
in these fields. 

It is not possible within the limits of 
any general course in citizenship to 
discuss all the problems of a public 
nature; nor is it the function of any 

such course to carry on any form of 
social, economic or partisan propa- 
ganda. The fundamental task is to 
emphasize the mutual interests of all 
citizens in community and _ public 
problems, and to develop an intelligent 
consideration of such problems. 
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N examination of the trend of re- 
organization in city governments, 
in the expectancy that its results will 
parallel those in state governments, 
may lead to the fate of the Texas stu- 
dent who elected to report on the ap- 
plication of the merit system in the 
civil service of his commonwealth. 
After several trips to the state capitol, 
the student returned with the report 
that there was no such thing. His 
findings, however, had the undoubted 
merit of confirming fact. 

The significant and _ recurrent 
changes which have taken place in city 
government do not follow the course of 
those which may be observed in the 
states. Reéxamining a fairly large 
number of reports of extensive changes 
and proposals for change in American 
city organization reveals, in fact, but 
one instance in which reduction in 
number of administrative departments, 
so familiar in the reorganization plans 
of state governments, was cited as of 
importance. That was the proposed 
Los Angeles charter of 1916, which held 
out the promise of reducing the admin- 
istrative departments from 40 to 12; 
and that proposed charter was de- 
feated. 

Yet in a very real sense the trend of 
reorganization in city governments 
may be even more significant than in 
the states, for it has gone beyond a re- 
duction of administrative departments 
to an alteration of basic relationships. 
Cities are free, for the most part, of 
limitations imposed by the exercise of 
sovereignty. They are free from the 
states’ obligation to protect individuals 
against arbitrary acts of government. 
Whatever consequent need there may 
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be in the states for departmental sepa- 
ration of legislative, executive and 
judicial powers, no corresponding need 
exists in the cities. Furthermore, 
bodies of people homogeneous and 
geographically compact can provide 
themselves with legislative agencies 
which might not satisfy the widely 
distributed population and diverse in- 
terests of a state. The cities, there- 
fore, have been able to disturb govern- 
mental arrangements which the states 
have not. 

In the reorganization of government, 
the city has been able to improve the 
effectiveness of citizen control, while 
the state has been limited to the more 
technical process of securing adminis- 
trative simplicity and departmental 
responsiveness. The departments un- 
der the governors are more logically 
constructed and grouped. The states 
have gone farther in establishing well- 
organized administrative machinery. 
The cities, however, have builded 
deeper, and in the past quarter century 
have written a new vocabulary for 
municipal government. Twenty-one 
of our cities of more than one hundred 
thousand population are operating 
under commission government, and 
four are operating under the city- 
manager plan. In the late 1890's the 
terms, “commission government” and 
“city manager,” were unknown. 


ARLY INSTANCES OF MUNICIPAL 
GOVERNMENT IN CITIES 


Representative of municipal govern- 
ment at the beginning of the twentieth 
century were Minneapolis, Richmond 
and Wilmington. The Minneapolis 
charter of 1881 (still in effect) divided 
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administration between the city coun- 
cil, and appointed or elected inde- 
pendent boards. Most departments, 
including the fire department, were 
under council committees. Control of 
street work, except for more substantial 
improvements, was separate in each 
ward under a street commissioner re- 
~ sponsible to his ward aldermen. 

‘Under Richmond’s charter, the 
voters elected a two-chamber council, a 
treasurer, a commissioner of revenue, a 

_ city sergeant, a sheriff, a collector of 

_ taxes, a high constable, a chancery 

- court clerk, a city circuit clerk, a law 
and equity court clerk, the Mayor, and 
an administrative board. The Mayor 
might appoint no one but a stenogra- 
pher, and his power of removal was 
limited by an employe’s right of appeal 
to the criminal court, in which the 
mayor must appear as defendant. Ad- 
ministrative services were divided 
between council committees and an 

_ administrative board, whose members 

= were elected. Council, which ap- 

pointed the fiscal, public safety, and 
officers, exhibited neither re- 

2 sponsibility nor leadership. The ad- 


- 


institutional, public utility, and engi- 
neering officers, beside acquiring ad- 
ministrative power properly belonging 
to the Mayor, came to have legislative 
_ authority. The Mayor became a titu- 
Jar officer, and department heads little 
more than high-grade clerks. 
Wilmington had forty distinct or- 
ganization units, with little or no 
- functional correlation. Some of them 
_ were responsible to the voters, some to 
_ the Mayor and council jointly, some to 
council alone, some to the Governor of 
Delaware, some to the judiciary, and 
some entirely outside the government. 
Nor are these isolated instances. 
Philadelphia, St. Louis, Baltimore, 
Kansas City, Pittsburgh and Scranton 
bicameral councils. Detroit, St. 


Paul and San Francisco, as well as 


Richmond, were operating under 
administrative boards. The term, 
“proportional representation,” was 


meaningless to practically all city off- 
cials and to most students of municipal 
government. It is a far cry from those 
days to Cleveland’s present representa- 
tive council and responsible manage- 
ment. 


TREND TOWARD SIMPLICITY IN 
Crry GOVERNMENT 


The progress from complex indirect 
organization to simple responsive ad- 
ministrative machinery has left few 
large cities untouched. Baltimore has 
disposed of her two-chamber council. 
Boston adopted a mayor-and-council 
charter with a strong mayor and small 
council in 1909, and has defeated per- 
sistent subsequent efforts to increase 
the council’s size. Buffalo adopted 
commission government in 1916, and 
defeated its attempted abolition in 
1921. Camden, which rejected com- 
mission government in 1913, adopted it 
ten years later. Chicago reduced her 
council from 70 to 50 members in 1920. 
Cleveland adopted a strong mayor and 
small council in 1913, and in 1923 ex- 
changed them for a city manager and 
council elected by proportional rep- 
resentation. Columbus adopted a 
strong-mayor-and-small-council char- 
ter in 1914. Dayton adopted the city- 
manager plan in 1913 and defeated an 
attempt to return to the federal plan in 
1922. Denver adopted commission 
government in 1918, changed to the 
strong-mayor plan in 1917, and de- 
feated decentralizing amendments in 
1921. Detroit reduced the size of 
her council in 1918. Grand Rapids 
adopted the city-manager plan in 1917 
and has defeated repeated efforts to 
wreck it. Kansas City, after defeating 
a city-manager charter in 1917, and a 
strong-mayor charter (partly because 
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it was not a city-manager charter) in 


now has a charter commission 

to a one-chamber council and 
the city-manager plan. Memphis 
adopted commission government, ef- 
fective 1910, and suffered defeat of a 
city-manager bill in the legislature in 
1919. Milwaukee reduced her council 
to 25 members in 1918. Minneapolis, 
having defeated commission govern- 
ment in 1918, now has a committee at 
work drafting a city-manager charter. 
Norfolk adopted the city-manager plan 
in 1918. Pittsburgh and Scranton in 
1911, and Philadelphia in 1919, ex- 
changed bicameral councils for small 
single-chamber bodies with powerful 
mayors. Portland, Oregon, adopted 
commission government in 1913 and 
rejected proposals to return to council- 
manic government in 1917. Reading 
worked for and secured commission 
government by state law in 1913. 
Richmond cut her council in half in 
1912 and established the responsible- 
mayor plan of government by charter 
amendments in 1918. St. Louis dis- 
posed of her two-house council in 1914. 
St. Paul discarded hers two years 
earlier, and adopted commission gov- 
ernment in preference to the powerful- 


1922, 


mayor plan. In 1921 she defeated 
a proposed complex decentralized 
mayor-council charter. Birmingham, 
Dallas, Des Moines, Fort Worth, 
Houston, Jersey City, Kansas City 
(Kansas), Newark, New Orleans, 


Omaha, Salt Lake City, San Antonio, 
Spokane and Trenton all have adopted 
and kept commission government. 
Cincinnati, though she defeated a 
modified federal plan charter in 1914, 
adopted a home-rule charter in 
1917, which, though no improvement 
structurally, gave her the same oppor- 
tunity which Baltimore used, to make 
future changes without legislative inter- 
ference. Louisville’s proposed short- 
ballot charter was vetoed by the 


Kentucky governor in 1922. Oakland 
adopted commission government in 
1911 and was prevented from adopting 
the city-manager plan in 1922 by 
county-consolidation complications. 
Seattle, which has operated under a 
federal plan charter since 1896, with a 
strong mayor and small council, now 
is agitating for the city-manager plan. 
Wilmington lost a proposed city- 
manager charter in the last Delaware 


legislature. 
Some Exceptions 


To the trend which is evident in the 
foregoing record there are some note- 
worthy exceptions. Atlanta defeated 
commission government in 1907, and 
preferred her long-cherished alder- 
manic plan over city-manager govern- 
ment and an alternative composite plan 
in 1922. In Bridgepert, commission 
government was defeated in 1916, and 
a city-manager movement came to 
naught the following year. In Hart- 
ford, the Mayor vetoed a commission 
government proposal in 1915. Lowell 
adopted commission government in 
1910, to abolish it in 1921. Spring- 
field, Massachusetts, rejected city- 
manager and strong-mayor federal 
charters in 1916, and a modern mayor- 
council charter in 1922. Los Angeles 
retained administrative board organi- 
zation in preference to the strong- 
mayor plan in 1916, and again in 
1928 her new charter commission has 
ignored modern progress and has pro- 
posed a charter which divides the city 
administration among 16 mutually 
independent long-term boards. Toledo’s 
strong-mayor federal charter of 1914 
was small advance over the Ohio code 
under which she previously had oper- 
ated; and in 1922 she resisted success- 
fully an effort to reduce her council 
from 20 ward members to 7 elected 
at large. Youngstown rejected the 
plan in 19138. The 
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“palm,” perhaps, belongs either to 
Nashville, where the Tennessee legisla- 
ture exchanged the mayor-council 
plan of 1883 for commission govern- 
ment in 1913, discarded that for a 
mongrel city-manager charter in 1921, 
and two years later reverted from that 
to a form of government similar to the 
plan of 1883; or to San Francisco, 
which clings affectionately to her ad- 
ministrative-board charter of 1898, 
with 63 officials responsible only to 
the voters, and equally independent 
of executive control, supervision, or 
coérdinating authority. 


or COMMISSION 
GOVERNMENT 


The two most noteworthy develop- 
ments of the quarter century have been 
commission government and the city- 
manager plan, the adoption of which, 
we know, has been even more wide- 
spread and rapid among smaller mu- 
nicipalities. Examination of the 
charter changes which have not in- 
volved these innovations, also reveals 
distinctive tendencies. They are: the 
abolition of administrative boards, the 
confining of administrative power to 
executive bodies as distinct from the 
legislative council, the centering of ad- 
ministrative power in the mayor, the 
abolition of two-chamber councils, and 
the reduction in size of council. 

Students of American psychology 
may note with interest that it was com- 
mission government, with its serious 
administrative defects, that popular- 
ized the reorganization of municipal 
government. It took a device which 
caught the imagination, as commission 
government did, to break the habit of 
complicated and illogical city structure. 
The changes effected by commission 
government produced improvements in 
efficiency only because what preceded 
them was so very bad. Even a change 
to an essentially unsound plan of ad- 
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ministrative organization brought good 
results. 

Some of these results were to be ex. 
pected. The administrative weakneg 
of commission government lies in the 
lack of a force to compel co-operatioy 
between several  coirdinate and 
structurally independent departments, 
and to offset the natural tendency of 
those departments to go their respee. 
tive ways and even to establish reputa. 
tion at each other’s expense. Within 
each department, however, there was 
considerable opportunity for adminis. 
trative efficiency. Except where unwise 
grouping of activities had put incongr.- 
ous units into a department, there 
usually was little to prevent making the 
department an effective instrument for 
carrying out the purposes of the ad- 
ministrator. 

The plan itself, too, made it very 
nearly impossible for the departmental 
administrators, the commissioners, to 
avoid public responsibility for their 
acts. It was literally the first plan of 
government in American municipal 
history in which a public servant could 
not easily avoid responsibility by hid- 
ing in a fog of governmental units. It 
followed, then, that where there was a 
fair disposition to co-operate, the ad- 
ministrative results were good. 

Thus, in Buffalo, at the time of the 
influenza epidemic, the health com- 
missioner, faced by a serious situation, 
asked for a conference of the commis- 
sioners, which met at 10 o’clock on a 
Friday morning. He explained the 
need of an additional hospital, and 
asked the temporary use of the old high 
school building. The necessary legis- 
lation was accomplished then and 
there. By 11 o’clock, employes from 
the departments of public works, and 
parks and public buildings, were at 
work converting the high school into a 
temporary hospital. By 4 o'clock 
Saturday afternoon, within thirty 
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hours from the time the health com- 
missioner first went into conference on 
the subject, the first patient was taken 
into the temporary hospital. 

In New Orleans, Commissioner La- 
faye was able to secure legislation safe- 
guarding the city from excessive paving, 
costs and interest charges, to improve 
the market ordinances, build a sanitary 
market, finish much street paving, 
make over the municipal repair plant 
from a scandal to an instrument of 
service, and fight the city’s way into a 
dominant position in a ten-year street- 
lighting contract. These would have 
been difficult accomplishments under 
the forms of government which ante- 
dated the commission plan. 

Spokane’s best informed and keenest 
critic of commission government, 
nevertheless ascribes its success in 
large part to the better and more re- 
sponsive machinery which it provided. 

The successes of commission govern- 
ment are a matter of record. Its main 
service, however, was to point the way 
to means of good administration. 
Practice could not fail to disclose two 
defects: the absence of a codrdinating 
force for the whole administration, and 
the practical certainty that the com- 
missioners, being elected, would be 
temperamentally unfit for administra- 
tive leadership. Omaha, in spite of 
visible progress under the commission 
plan, has recognized that there is arbi- 
trary and illogical division of authority 
in her government, unnecessary ex- 
pense, and frequently conflict where 
there should be co-operation. In St. 
Paul, where commission government 
has been retained in preference to 
the older plans, duplication and rivalry 
between department heads has been 
charged, with consequent increased 
cost of administration and an estimated 
annual loss of $100,000 from slack 
business methods. In Denver, similar 
developments led to the abandonment 
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of the plan. Des Moines has been 
subjected to a constant undercurrent 
of like dissatisfaction. 


Resvutts or Crry-MaNAGER PLAN 


One result has been the rapid adop- 
tion of the city-manager plan, which 
corrects both of the serious or- 
ganizational defects of commission 
government. The administration is 
centralized in one head, and the city- 
manager and his subordinates are 
professional administrators, and not 
vote-getters sufficiently little known to 
have avoided strong adverse senti- 
ments among voters who usually vote 
their animosities rather than their 
commendation. 

Whether city-manager government 
will spread as rapidly through our 
larger cities as did commission govern- 
ment, is still conjectural. The as- 
sumption is not without warrant, that 
its adoption will be more rapid. More 
large cities have taken advantage of it 
than adopted commission government 
during the first ten years of its popular 
acceptance. 

The results in cities that have 
adopted it would seem to encourage 
the rate of growth. Norfolk, which 
needed improved administration, if 
ever a city did, reduced a deficit by 
$200,000 and added $1,500,000 in pub- 
lic improvements in the first three years 
of operation, in spite of doubled popu- 
lation, overtaxed municipal activities, 
and war and post-war prices. In ad- 
dition, the fire department was put on a 
two-platoon system, a juvenile court 
was established, fourteen playgrounds 
provided, teachers’ salaries increased, 
the municipal welfare work unified, a 
city hospital, visiting nurse service, and 
free medical and dental clinics estab- 
lished, and the infant mortality re- 
duced. A municipal export terminal 
and grain elevator has been built. 
Water supply has been provided for a 
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million people. New enterprises, new 
buildings, annexations to the city and 
big increases in property values under 
the new form of government have more 
than doubled the revenue of the city, 
so that it has much more money than 
formerly for operation and improve- 
ments, and at the same time a better 
and steadily improving credit standing. 

Dayton, in ten years, has lowered her 
death rate and her infant mortality 
rate, increased 35 acres of park land to 
562, made playgrounds for the children, 
built up a centralized and city-wide 
garden movement, has paved streets 
and built sewers in excess of former 
ratio, kept the bonded debt below the 
permitted maximum, provided a sci- 
entific sinking fund, and saved hun- 
dreds of thousands of dollars by 
efficient management of money and 
effective operation of the municipal 
services. It has done these things with 
less increase in the tax rate for city 
purposes than any other Ohio city dur- 
ing the same period. 

Sandusky, Ohio, handicapped by a 
trouble maker on its first commission, 
and a resulting high turnover of mana- 
gers, nevertheless, in war years, in the 
face of the Ohio tax law, the county 
budget commission, and the loss of 
liquor revenues, wiped out in one year 
a floating debt of $18,000, reduced 
bonded debt by $35,000, and cut de- 
partmental operating costs by $2,000. 

Sacramento under the first full year 
of manager government showed a re- 
duction in operating costs of more than 
$100,000, and this has been followed by 
successive reductions, each year, in 
spite of new municipal activities and 
The reduction for 
1923 amounted to a decrease of 8 cents 
in the tax rate. 

In Jackson, Michigan, when the city 
was threatened with a coal famine in 
1917, the city government bought a 
nearby abandoned coal mine, mined 


and now collects royalties from a lessee. 
Twenty years ago this city was a wide. 
open town with 90 saloons, and had fiye 
saloon keepers and a brewer on the 
city council. Under the city-manage 
plan, a loss of $15,000 on water-works 
operation in nine months of 1918 was 
changed to a profit of $4,500 for the 
corresponding period of the following 
year. When potatoes were selling for 
$2 per bushel in the local market, the 
manager government secured carload 
shipments and brought the price down 
to $1.25, making sales by volunteers, at 
night, so that working people could 
take advantage of them. 

Of the two conspicuous abandon. 
ments of city-manager government, 
neither appears to have had much to do 
with administrative results. In both 
cities, Akron and Nashville, the politi- 
cal background overshadowed consid- 
erations of administrative efficiency. 

In Akron, the first (party-elected) 
mayor under the manager charter, in 
spite of a pre-election promise not to 
do so, resigned at the first council 
meeting—after making all appoint- 
ments the Mayor was authorized to 
make—and was immediately appointed 
manager by his former colleagues. 
His dismissal by the next new council 
may have been due to political retalia- 
tion, or to the charges that he had 
made political appointments and had 
been active questionably in negotia- 
tions for a new franchise for the trans- 
portation, light and power company. 
The abandonment of the plan, the fol- 
lowing year, was by a vote of a small 
minority of Akron’s electors, though, for 
a primary election in Akron, the vote 
was large in both number and per cent. 

In Nashville, the manager, as the 
legislature created his position, was at 
best a cross between a mayor and a 
manager. The administrative organi- 
zation was neither centralized nor even 
well departmentalized. The charter con- 
tained numerous checks and balances, 
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and was lineal heir to the ills that were 
sown when the commission-govern- 
ment charter of 1913 undertook to 
name two members of the first five who 
served as commissioners. The new 
city-manager charter, too, named the 
Mayor for a six-month period. The 
first election of a commission turned 
upon the Mayor, and upon the support 
of the new charter. Thirteen of 15 
new councilmen elected were pledged to 
discontinue the new system of govern- 
ment, and they kept their pledge. 


NEED FoR CAREFUL INTERNAL 
ORGANIZATION 


Little attention has been paid to the 
internal organization of the city-mana- 
ger plan. Precedents have been fol- 
lowed without very careful scrutiny. 
Dayton divided the administrative 
service into five departments: law; pub- 
lic service (construction and mainte- 
nance of streets, sidewalks, and sewers, 
collection and disposal of waste, man- 
agement of utilities); safety (fire, po- 
lice, building inspection, weights and 
measures); finance (accounting, treas- 
ury, purchasing); public welfare 
(health, parks and playgrounds, chari- 
ties and correction). Subsequent city- 
manager charters have not widely 
departed from these divisions, and 
departure has been dictated more often 
by political expediency, or the desire to 
make as few “non-essential” changes 
as possible, than by a study of admin- 
istrative needs. Whether health ac- 
tivities demand direct contact with the 
chief administrator, whether there is 
logic in a department of public safety, 
or a department of public works, or 
whether fiscal duties as usually grouped 
are often incompatible, are objects of 
inquiry to which cities have given little 
or no attention. 

Having achieved the more funda- 
mental accomplishments of integrating 
the city administration in responsible 


and capable hands, properly related to. 


q 


the voter, the improvers of city govern- 
ment undoubtedly will turn to what 
hitherto they have been justified in 
considering details. Then means can 
be found for each city to strike the bal- 
ance between departmental organiza- 
tion, which is prone to lose the city 
manager in detail, and that which is 
likely to prevent important activities 
from reaching him first hand. 


PREVALENCE OF CENTRALIZED Pas 
GOVERNMENT 


Such as they are, commission govern- 
ment and the city-manager plan repre- 
sent vast improvements. So do the 
steps taken by the cities which have not 
adopted the new forms of government 
but have disposed of unresponsive 
administrative boards, administrative 
councilmanic committees, and two- 
chamber councils, and built up respon- 
sible executives and workable small 
councils. 

The trend in city government is to- 
ward simplicity. Centralized, respon- 
sible government is becoming the rule 
rather than the exception. Nowhere is 
the trend more impressive than in the 
larger cities. New York has practi- 
cally centralized her government in her 
board of estimate. Chicago has re- 
duced her council to 50 members—a 
large reduction for Chicago. Balti- 
more, Philadelphia and St. Louis have 
discarded their two-chamber councils 
for single bodies of 19, 20 and 28 mem- 
bers respectively. Milwaukee has re- 
duced hers to 25. Detroit, Boston and 
Pittsburgh each has a powerful mayor 
and a council of 9. Buffalo, Washing- 
ton, Newark and New Orleans have 
commission government. Cleveland 
has a city manager. San Francisco, 
Los Angeles and Cincinnati remain the 
old guard of the larger cities, which, so 
far as results are concerned, like 


“The House of Lords throughout the war 


Did nothing in particular 
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NQUIRY was made of each of the 
states as to the methods by which 

the salaries of state employes are now 

fixed. Information was received for 

iS thirty-three states. 

‘The methods for fixing salaries re- 

A y ported by these states were as follows: 


By statute specifically naming the 
office and the salary: 


This method is followed for all offices 
in West Virginia, South Carolina and 


_ porting in which this method of fixing 
___ salaries is now used for all positions. 


TABLE 2 


In most of the states, however, the 
salaries of the department heads, and 
the heads of independent boards and 
commissions, together with the sal- 
aries of elective officers, are fixed by 
statute. 


In many states but part of the sal- 
aries are fixed by specific statute sag 


Ho How Shall Salaries of State Employes Be Fixed? 


By Crypve L. Kine 
Secretary of the Commonwealth of Pennsylvania 


part by one or more of the other 
These states 
together with the per cent of the total 
number of state employes with the sal- 


methods noted below. 


aries so fixed are shown in Table 1. 


IT. By department head with the ap. 


proval of the Governor: 


The method usually followed in the 
states is that the salary is fixed by the 
department head with the approval of 
The states using this 


the Governor. 


25% Minnesota. ........ Dept. Heads 
Arizona... . 42% Hampshire.......... 12% 
33% Oklahoma............... 10% 
_ Texas. These are the only states re- method together with the percentage 


of employes with salaries so fixed are 


shown in Table 2. st 


III. By department head without the 
approval of the Governor: 

In a few states salaries are deter- 
mined by the department head without 
the approval of the Governor. These 
states together with the per cent of 
thus are shown in 
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New Mexico............. 


In many of the states the salaries of 
the employes of state institutions are 


~ fixed by the boards of trustees without 
tal the approval of the Governor. Among 
al. these states are Georgia, New Hamp- 
shire, Michigan, Mississippi, North 
Carolina and Utah. id 
IV. By a Board or tas 
“ In fourteen of the thirty-three states 
. reporting the salaries, in whole or in 
ft part, are fixed by some board or com- 
. mission such as a civil service com- 


mission or a board of control for state 
institutions. These states are: Cal- 
ifornia, Colorado, Georgia, Massachu- 
setts, Michigan, Mississippi, New 
Hampshire, New Jersey, New York, 
North Carolina, Ohio, Utah and Wy- 
oming. 

This is the method now used in the 
main in Pennsylvania. No attempt 
had ever been made in Pennsylvania to 
secure equity in pay or in position 
among the employes of the different 
departments and other spending agen- 
cies of the state. The salaries of about 
one fourth of the state employes pre- 
vious to the Pinchot administration 
were fixed by statute. The salaries 
of the other three fourths were fixed by 
department heads; and that usually — 
without conference. And statutory | 
salaries had never been adjusted to any © 
common standard. Governor Pinchot 
asked for and secured the repeal of the 
statutory salaries with the duty upon 
the Executive Board! to standardize 
all salaries and positions other than > 
those in the three elective departments. — 


Executive Board consists of the Gov- 
ernor, the Secretary of the Commonwealth, the 
Attorney-General, the Secretary of Highways 
and the Secretary of Forests and Waters. 


50% 
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As to the method most desirable for 
fixing the salary of state employes all 
of the state officers answering, who 
gave their personal opinions, with but 
one exception, said that, from the 
point of view both of economy and of 
efficiency in government, salaries of 
state employes should be fixed—not by 
legislative enactment in each specific 
case—but by the head of the depart- 
ment with the approval of the Gov- 
ernor or left to a board or commission 
whose special duty it should be to see 
that there was equal pay for equal 
work among all state employes. 

Among the typical comments on 
this point are the following: 

It is my opinion that the best method would 
be to allow each department, bureau or board a 
lump sum or appropriation for operation, the 


aries therein to be paid, and to be fixed com- 
mensurate with the duties and responsibilities 


of the position. 
W. B. 
State Auditor, Hh. 
Alabama. 


I believe that, if the appropriations for various 
departments were made in one sum and the dis- 
tribution and fixing of salaries left to the head 
of the department, a greater saving would be 
effected and it would be less trouble and annoy- 
ance to the state auditor. 


I believe that an effort should be made to 
make the salaries paid in the several depart- 
ments and institutions uniform for the same 
class of work. 


Auditor General, 
hay | Michigan. 


In my opinion the salaries of state employes 
with the exception of the state officials should be 
regulated by boards and commissions instead of 
legislative enactment for the following reasons: 
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Boards or commissions with power to regulate 
salaries subject to legislative approval would 
seem to be the most equitable method of fixing 
the bulk of salaries of state employes, inasmuch 
as they would be in a position to keep in close 
touch with the various departments and insti- 
tutions and adjust salaries from time to time to 


meet changing conditions. 
C. C. Campers, 
State Auditor, 
Oklahoma. 


I believe that salaries should be fixed by gen- 
eral classification. It removes chance for fav- 
oritism and tends to better feeling among em- 


ployes. 
J. H. Guenn, 


Director of Finance and Purchase, 
Utah. 

A general classification would appear to be 
the most comprehensive and, therefore, probably 
the best method of fixing salaries. In the ab- 
sence of such a classification it is considered de- 
sirable for the Governor to fix the salaries of 
employes of higher rank and responsibility and 
to control in a general way the salaries of less 
responsible employes by limiting in the execu- 
tive budget the total amount which may be ex- 
pended at the discretion of the department head 
for salaries. 

J. H. Braprorp, 
Acting Director of the Budget, 
Virginia. 

The problem and hence the method 
differs in cities where the City Council 
is constantly in session and where 
needed changes in salaries can be made 
by the immediate action of the legis- 
lative body or by the city manager 
with the approval of the Council. 
However, even in cities the tendency 
is to have the salaries fixed by some 
board or commission whose special 
business it is. This tendency in cities, 
as in states, is properly exclusive of 
the salaries of the responsible officials, 
such as the heads of departments and 
members of boards and commissions. 

Every type of abuse of public pat- 
ronage known to a long-suffering pub- 
lic has occurred under statutory rolls 
in every unit of government from the 
township to the nation, under every 
form of government. Among these 
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abuses are such as placing employes op 
the pay roll who never report for public 
work; the placing of employes under g 
title drawing a larger salary but not 
corresponding to the work done; pad. 
ding of pay rolls; and the use of window 
dressing to get salaries by the legis. 
lature. 


INEQUALITIES SHOWING NEED For 
CLASSIFICATION 


A few examples from the experience 
in Pennsylvania will show the need for 
and value of an equitable classifica. 
tion by a central board. One employe 
complained to his new department 
chief because his salary of not quite 
$2,400 per year had not been increased, 
“ But,” said the department chief, “you 
have been working here for some time 
at that salary.” “I know,” replied the 
employe, “but I never used to work 
much over six weeks in the year.” 
This position required no special train- 
ing and little experience. In another 
department an expert chemist with a 
special training of six years and a long 
specialized experience was working 
steadily with over hours at a salary of 
$2,400 per year. One lawyer was doing 
a specialized work without other source 
of income at $1,800 per year, while 
work not so difficult was being done 
by a lawyer in another department 
at twice that salary. 

One bureau had adopted the prin- 
ciple of equal pay, but forgot to in- 
quire as to the kind of work done for 
the pay. In this bureau the clerk, the 
messenger, the file clerk, the typist and 
the stenographer all drew the same 
pay: $1,500 per year. 

The worst inequalities were in stat- 
utory salaries. Dignified titles were 
used as a smoke screen to legislative 
inquiries. Thus a “building superin- 
tendent” has become under job anal- 
ysis a mere “clerk, class B,” and one 
“chief clerk” is now a “clerk typist,” 
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and one whose statutory salary was 
based on the title of “auditor” is now 
a “clerk typist,” and one former 
statutory “statistician” is now a 
“compiling clerk,” and another who 
told the legislative world he was a 
“statistician” is now a “tabulating 
machine operator,” and one whose 
statutory salary title was “investi- 
gator” is now a “clerk, class A.” 
The statutes gave one employe the 
title of “adjuster.” A job analysis dis- 
closed the fact that this individual had 
never “adjusted” anything and had 
never acknowledged a letter nor writ- 
ten a report. None of the people with 
these high-sounding titles did the work 
those titles called for. The titles were 
devised to get the money. Thus many 
clerk typists were put on the statutory 
rolls under the high-sounding title of 
“recording clerk” and no legislator 
successfully got back of the window 
dressing to look at the goods that were 
being delivered for the pay. 

About two hundred girl typists were 
working in one bureau at $65 per 
month, while many males were doing 
poorly in other bureaus work not so 
difficult at $125 per month. From 
these two hundred girl typists the sal- 
aries of eighty were immediately in- 
creased to $75 per month and the 
others are being given a chance to 
show that they can do work worth $75 
per month. Hereafter typists will be 
selected and none put on at less than 
$75 per month with a chance for an 
increase if their work is worthy of an 
increase. And the mere typing males 
will either have to secure other work 
that justifies higher pay, in or out of 
state employ, or accept the salary of a 
typist. These male typists, I should 
say, were usually in public office in the 
interest solely of some local political 
leader. 

The annual rates for stenographers 
of equal skill and work varied in differ- 
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ent departments in the same building» 
as follows: $1,200, $1,320, $1,400,$1,500 
and $2,000. This type of iniqui- — 
tous inequality was done away with | 
by classification. 


Tue Resvutts or CLASSIFICATION 


What does an equitable classification — 
accomplish? 

1. In the first place, it makes 
possible. What would be the effect of _ 
the following actual examples on morale 
anywhere, even in a church choir? A 
man was put in a department as a ct 
typist at $1,800 per year. He had > ul 
never run a typewriter before he got Se 
his job. The other typists were dis- — 
satisfied, as they had to do most of the Ss 
work of this one-finger typing artist at = 
lower pay. Some local party “worker” x 
was “recognized” and the taxpayer 
paid the bill. a = 

The pay of another man was jumped _ 
$600 per year in the appropriation bill 
by the simple device of increasing the 
salary carried by a designated job in 
the statutory rolls. And this increase 
was made without the knowledge of oe 
the head of the department concerned Ee ie 
and at the request of the head of an- 
other department in the same adminis- 
tration because this employe was 
“useful” in local politics. Under such | 
practice no zeal for public service was — 


possible. Equal pay for equal work 
brings better work and happier 
workers. 


2. Fair promotion is possible be- e 
cause there is a comparable basis for _ 
selection. | 

8. A proper selection of employes is 
possible as every job has been analyzed. rs 

4. The taxpayer gets better service = 
at lower costs. In Pennsylvania pay — 
rolls were reduced by 15 per cent and 
better service given. 

5. Checks on public ange 
are better than on statutory rolls. — 
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When pay rolls become large, statutory 
rolls have everywhere proved useless 
as means of fiscal control. Under 
standardization every employe be- 


i. ave 


HE idea of the duties classification 

to serve as a basis for selecting, 
compensating, promoting, training, 
transferring, rating (on efficiency), lay- 
ing off, dismissing, and retiring em- 
ployes and for handling some other 
employment matters originated in this 
country in Chicago about 1909 or 1910. 
At that time the Chicago Civil Service 
Commission was carrying on certain 
work in some of the city departments. 
In the course of its work the commis- 


- sion discovered the futility of trying to 


bring about improvements due to the 
fact that the titles in use were fre- 
quently not descriptive and in many 
cases were actually misleading; that 
some employes did not possess the 
qualifications necessary for performing 


_ properly the duties of the positions 


they were holding; that the compensa- 
tion of employes in many cases bore 
little relation either to the title or to 
the work performed and for whole 
groups doing similar’ work varied 


__ widely as to amount; and that because 
_ of the numerous vague and misleading 
titles the appointing authorities, the 


mayor, the city council, and the Civil 
Service Commission had no means of 
understanding each other when talking 
or writing about positions and, as a 
matter of fact, frequently attached 


__-very diverse meanings to a given term. 


In the course of this improvement 
work, the commission gathered fairly 


The Classification and Salary Standardization 
Movement in the Public Service — 


By Frep Te.rorp 
Bureau of Public Personne] Administration 
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comes a fiscal inspector. He has 4 
right to equal treatment. And those 
in charge soon learn of their errors of 
their favoritism. 


complete and accurate data with re. 
gard to the positions in some of the 
units of the city government. The 
idea was conceived of grouping to- 
gether positions substantially similar 
as to the duties performed by the em- 
ployes holding them and of giving each 
such group of positions an appropriate 
title as descriptive as possible of the 
duties attached to the positions in the 
group. After more or less discussion, 
the plan was worked out in consider- 
able detail; first, for a few organization 
units, and then for practically the 
whole city service. As a result of this 
work, the commission, the appointing 
authorities, the mayor, the city coun- 
cil, civic organizations, applicants for 
positions in the city service, news- 
papers, and others had for the first time 
a definite label for positions such that 
each could be sure of what the other 
had in mind when a given title was 
used. 

The Civil Service Commission natu- 
rally began to use these descriptive 
titles in announcing and holding tests, 
and required appointing authorities to 
use them in requesting the certification 
of eligibles to fill vacant positions. 
Through a gentleman’s agreement, the 
finance committee of the city council 
also used the titles in the appropriation 
ordinance and put into effect a com- 
pensation plan providing for each class 
of positions a minimum rate below 
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which no employe holding a position 
in the class should be paid, a maximum 
rate above which no employe holding a 
position in the class should be paid," 
and intermediate rates between the 
minimum and the maximum to which 
those entering at the minimum were 
advanced by successive stages on the 
basis of increased usefulness and length 
of service until they reached the maxi- 
mum for the class. Thus came into 
being the first duties classification and 
the first standardized compensation 
plan based on a duties classification 
in this country. 

So well was this original plan con- 
ceived and worked out that it embodies 
the essentials of every classification 
and compensation plan developed since 
that time. These essentials may 
briefly be stated as follows: 


1. The collection of detailed facts with 
regard to the duties attached to each in- 
dividual position, with regard to its place 
in the organization unit in which it occurs, 
and with regard to the functions, organiza- 
tion, and administrative procedure of 
organization units. 

2. On the basis of this information, a 
grouping of individual positions into classes, 
each class containing all positions so nearly 
alike that the same qualifications may be 
demanded of incumbents for the proper 
performance of the duties and responsi- 
bilities appertaining to them, that the 
same tests may be used in selecting compe- 
tent persons to fill them, and that the same 
compensation schedules can be made to 
apply with equity. 

3. A written definition or description for 


1 Those receiving a compensation above the 
maximum rate at the time were not reduced but 
when their positions became vacant their suc- 
cessors entered at the minimum. 

* Many classes will include only one position 
but others may include scores or even hundreds 
of positions; in a state service, for example, such a 
class as Chief of Division of Public Health In- 
struction will ordinarily include only one posi- 
tion, laboratory helper a dozen or more positions, 
and hospital attendant probably several hundred 


positions. 


each class of positions, setting forth defi- 
nitely the duties attached to the positions __ 
to be included in the class. es 

4. A written statement of the minimum 


qualifications—that is, the education, the 


experience, the knowledge, the skill, and — 
the personal and physical traits—any in- 
dividual must possess in order to perform 
the duties of the position successfully. 

5. A title for each class of positions sug- 


gestive as far as possible of the duties at- : oe 


tached to the positions and of the relative 
importance of the positions in the organiza- 
tion unit in which they occur. 

6. On the basis of the class definitions 
and definite knowledge of the duties at- — 


tached to each position, the allocation to 


the proper class of every position classified. 
7. The lines of promotion, showing the 
lower classes of positions from which re- 


cruiting is normally done and the higher mys 


classes of positions to which employes are 
normally advanced when vacancies occur. | 
8. The compensation schedule for each 
class, giving minimum, maximum, and 
intermediate rates to be paid employes 
holding positions in the class.* 
9. To make the whole plan easily com- 


pechensible to the Civil Service Commis» 


sion, the mayor, the city council, appoint- 
ing and administrative authorities, civic 
organizations, persons seeking employment 
in the public service, and the general pub- 
lic, and to give the budget authorities an 
easy means of control over compensation, 
a grouping of classes of positions into broad 
occupational groups called services, sub- 
divided into grades according to the degree 
of responsibility and therefore according 
to the level of compensation. 


In the fifteen years that have elapsed 
since this classification and compensa- 
tion plan was worked out and put into 
effect, many refinements in methods 
and results have been made, but no- 
body has either added to or subtracted 
from these nine matters essential in 
any good classification and compensa- 
tion plan. 

* For some classes the minimum and maximum 
rates are the same and there are no intermediate 
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In practise, the duties classification 
and the salary standardization in the 
city of Chicago proved to be very suc- 
a cessful. Quite naturally the essentials 
sy were quickly copied in nearby jurisdic- 
7 vg tions. By the end of 1911, similar 
plans had been worked out and put 
= 4 into effect in Cook County (in which 
Chicago is located), in the West Park, 
Lincoln Park, and South Park sys- 
tems (all in Chicago), and in the state 
of Illinois. By 1915 the idea had 
_ peached the Pacific coast, as was evi- 
denced by the development and adop- 
tion of classification and compensation 
plans in the city of Oakland and in Los 
_ Angeles County. In the same year, 
Pittsburgh in the East saw the light, 
while by 1916 large and extensive 
studies of this kind had been under- 
taken, carried through, and reported 
upon for New York City and New 
-- York State, though in neither of the 
last two jurisdictions were the plans 
recommended formally adopted and 
__ fully put into effect. 
‘Toward the end of the war, employ- 
ment and economic conditions were 
such as to give a great impetus to the 
a whole classification and salary stand- 
-—— ardization movement. The cost of 
living was going up by leaps and 
- bounds and adjustments in the salary 
and wage scales in the public service 
_ became imperative. In a number of 
_ jurisdictions, the responsible authori- 
* ties, who previously had been indiffer- 
ent, perceived that the best way to 
_ handle the matter of adjusting compen- 
_ sation for employes in the public serv- 
ice was to work out a sound compensa- 
tion plan and to make salary and wage 
adjustments in a scientific manner, in- 
stead of allowing horizontal increases 
_ which could only result in perpetuating 
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where studies were made were the 
state of Ohio (1917), the city of Mj. 
waukee (1917), the city of Cleveland 
(1917), the state of New Jersey (1918), 
the county of Milwaukee (1918), the 
city of St. Louis (1918), the state of 
Massachusetts (1918), the Dominion 
of Canada (1919), and the Government 
of the United States (1919). In al} 
of these, except the Government of the 
United States, classification and com. 
pensation plans were adopted for all or 
large parts of the service. 

Even after the compelling motive of 
war-time and post-war conditions was 
removed, the movement continued, 
Among the jurisdictions that have re- 
cently given attention to classification 
and salary standardization matters 
are the city of Baltimore; the state of 
Maryland; numerous cities and coun- 
ties in New Jersey; the state of Penn- 
sylvania; the city of St. Paul; the city 
of Minneapolis; the city of Cincinnati; 
the state of California; the city of Los 
Angeles; the city of Fresno; the city of 
Buffalo; the state of New York; the 
city of Philadelphia; the city of Mon- 
treal; the province of Ontario; the city 
of Detroit; and the state of Colorado. 

At the present time, it can fairly be 
stated that there is no large jurisdiction 
in the United States which handles 
employment matters through a central 
agency that is without a duties classi- 
fication for large portions of the serv- 
ice; in addition, at any given time some 
half dozen jurisdictions are engaged in 
making their classification of the serv- 
ice more effective through studies and 
investigations or are considering the 
development of new plans. In a con- 
siderable number of these jurisdictions, 
a survey has been made and a classifi- 
cation plan prepared and formally 

adopted. In several instances, follow- 
ing the survey, the classification plan 
proposed has not been formally adopt- 
ed by the legislative body but, without 
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such formal sanction, is being used in 
whole or in part for many employment 

s; striking examples are the city 
of New York, the city of Philadelphia, 
and the city of Minneapolis. 

In many places, no formal survey has 
ever been made, but the civil service 
commission, or some other body, has 
quietly gone about the work without 
fuss or flurry; has prepared a classifica- 
tion plan along accepted lines; and has 
put it into effect almost as a part of its 
normal routine operations. In this 
connection it seems desirable to warn 
against the curious error that has been 
made by some persons studying the 
classification movement. Whether a 
duties classification is or is not in effect 
in any given jurisdiction depends, not 
upon whether there has been a formal 
survey and, following that, the formal 
adoption of a more or less formal plan 
by the legislative body, but upon 
whether positions are actually grouped 
into classes which are used in handling 
employment matters. In some places, 
where studies have been made and a 
classification plan adopted, the employ- 
ment matters arising from day to day 
are handled without much reference 
to such plans, while, in others, where 
there has been no such study and for- 
mal adoption, there is a duties classifi- 
cation actually in effect which serves 
very well indeed for most working 
purposes. 

In a good many jurisdictions which 
have a duties classification in effect, 
there is no corresponding salary stand- 
ardization plan. Among these may 
be mentioned the city of Baltimore, the 
state of Maryland, and the city of 
Minneapolis. In others, where a com- 
pensation plan has been worked out, 
it is not always used by the budget 
authorities and the legislative body in 
securing estimates and in making ap- 
propriations for personal services; ex- 
amples are the state of Ohio, where a 


compensation plan is in effect foronlya _ 
part of the service, and the state of — 
Illinois, where the Civil Service Com- 
mission has developed a plan which the 
legislature frequently disregards. In 
the larger jurisdictions where no for- 
mal classification plan has ever been 
given legislative sanction, it proves 
even more difficult to secure uniformity 
of compensation; conspicuous examples 
are the city and the state of New York. 
In this connection it should be pointed 
out that classification and compensa- 
tion are entirely different matters; 
classification is prerequisite to and 
essential as a basis for working out a 
compensation plan but the latter does 
not necessarily follow. It is true, 
however, that wherever a duties classi- 
fication is put into effect it has a strong 
tendency to force consideration of the 
compensation problem and to lead, 
sooner or later, to the development and 
adoption of some sort of compensation 
plan. 


Wuat Experience Has SHown 


In the fifteen years that have elapsed 
since the first classification and com- 
pensation plans were developed and 
put into effect in the United States, 
experience has caused some of the 
governing principles and some of the 
successful and unsuccessful methods of 
procedure to stand out with great clear- 
ness. A brief discussion of some of 
these principles and methods will show 
that the essentials were perceived in 
the early work, as is pointed out above, 
but that the clearer recognition of 
these principles and the development of 
improved methods of procedure make 
it possible now to go about the develop- 
ment of classification and compensa- 
tion plans with a certainty of success, 
with a quickness of execution, and 
with a small outlay in cost and energy 
impossible in the early work. Big 
pieces of work which, in the early days, 
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required years of time and a cost of $5 
or $6 per position classified can now 
be completed in a few months at a cost 
of $1 or $2 a position. 
_ Several lessons have been learned 
_ with regard to the “classifying agency” 
which must assume responsibility for 
the work. Practically all the success- 
ful plans have been worked out under 
the guidance of the Civil Service Com- 
mission; such exceptions as the state of 
Massachusetts only serve to make the 
rule stand out with greater clearness, 
while such failures as that in the state 
- of New York, the city of New York, 
and the Government of the United 
States (discussed in some detail below) 
accentuate the success achieved under 
a the civil service commission. 
There is, of course, a good reason for 
8 the success of the Civil Service Com- 
mission. It is the one agency which, 
from the nature of its work, must have 
intimate knowledge of personnel con- 
_ ditions in the service it administers and 
which has a perennial interest in so 
classifying positions and so compensat- 
ing employes that it can carry on its 
It is not so easy, 
however, to account for the indifference 
of the budget authorities with regard 
to the establishment of classification 
and compensation plans nor to account 
for the botched work that has pretty 
generally resulted when they have at- 
tempted to guide or participate as a 
principal in such studies. It is also 
_ clear that the Civil Service Commission 
-may reasonably be expected to carry 
on such work successfully only under 
one of two conditions: (1), when it has 
- @ permanent staff of its own with the 
- technical training to do the work, as 
has been the case in New Jersey in de- 
veloping classification and compensa- 
“tion plans for the numerous cities and 
counties under the jurisdiction of the 
state commission; or, (2), when it em- 
ploys an outside organization with a 
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considerable staff of specialists compe. 
tent to handle the technical work, 
The results achieved by a civil sery- 
ice commission attempting to work 
through a temporary staff recruited 
from employes in the service or from 
other sources have been almost uni- 
formiy disappointing; and in the very 
few cases where good work has been 
done under such conditions, the plans 
submitted have always been vigorously 
attacked on the ground that the em- 
ployes were classifying themselves and 
fixing their own rates of pay. 


IMPROVEMENTS 


Marked improvements have been 
made in the collection of information 
upon which the classification of posi- 
tions must be based. In the early 
work personal interviews were relied 
upon to a considerable extent, although 
crude individual questionnaires were 
used; such a course, however, is very 
expensive both as to time and money. 
In New York City, for example, where 
some sixty thousand positions were in- 
volved, the work extended over ap- 
proximately four years and the cost 
was in the neighborhood of $400,000. 
More and more, experience has taught 
that the information with regard to the 
duties of individual positions can best 
be secured by having each employe 
fill out a carefully designed and care- 
fully worded questionnaire, by having 
the employe’s statements reviewed and 
supplemented, but not altered, by his 
immediate superior, and by having 
some person representing the depart- 
ment or institution head make addi- 
tional comments and supply some addi- 
tional data. Information with regard 
to the functions, organization, and pro- 
cedure of organization units and per- 
sonal interviews with administrative 
officers are of course essential, but since 
the number of organization units and 
administrative officers is not large such 
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SALARY STANDARDIZATION MOvEMENT 


nal interviews do not involve a 

ibitive expenditure of time or 
money. Special attention was given 
to the form of general questionnaire to 
be used in connection with classification 
work in the Dominion of Canada and 
the Government of the United States 
in 1918 and 1919. By the use of a suit- 
able questionnaire properly distributed 
and supplemented, reliable information 
with regard to thousands of positions 
scattered over a large territory can be 
collected in a few weeks. All the re- 
cent classification plans worked out 
have been based upon a body of fact 
material that the classifiers in the early 
work were unable to bring together, 
despite the large amounts of money 
and time expended. 

In the original classification in Chi- 
cago, brief but careful definitions of 
the positions to be included in each 
class were typed and used by the Civil 
Service Commission in administering 
the classification but were never made 
public. Experience shows that this is 
not the best procedure. In practically 
all of the recent work in the larger juris- 
dictions, the classification and com- 
pensation plans have been printed for 
distribution among administrative offi- 
cers, employes, civic organizations, 
and others interested. With the pas- 
sage of time, moreover, there has been 
a marked tendency to make the defini- 
tions more and more specific; and, in 
fact, to add examples of typical tasks 
until a reasonably intelligent person by 
merely reading the class definition or 
class description, as it is usually called, 
can form a pretty clear picture of the 
positions to be included in the class. 
In all the recent work, moreover, every- 
thing tending to give a clear picture of 
the class has been brought together— 
not only the class definition but also 
the statement of qualifications re- 
quired, lines of promotion, and com- 


In the earlier work, the statement of 
qualifications—education, experience, 
knowledge, skill, and personal and 
physical traits—to be required in the 
future of persons appointed to a posi- 
tion allocated to a class were meager 
and, in fact, were wholly omitted in a 
good many of the plans developed be- 
tween 1911 and 1915. The rather 
obvious reason for this is that, in the 
present stage of personnel administra- 
tion, there is -all too little definite 
knowledge as to what qualifications a 
worker of any kind ought to possess. 
Nevertheless, in selecting employes, 
the Civil Service Commission is always 
face to face with this problem, and, 
therefore, since about 1915 the classi- 
fiers have been attempting with more 
or less success to specify the qualifica- 
tions needed. In much of the earlier 
work, the statement of qualifications 
was as a rule vague. In the printed 
plan for New York City, dated June, 
1916, for example, the qualifications for 
process server were stated as follows: 


1. Experience in a law office or other 
experience recognized by the Municipal 
Civil Service Commission as qualifying. 

2. Such additional qualifications as may 
be required by the Municipal Civil Service 
Commission. 


In the Milwaukee and early New 
Jersey work, however, more definite 
statements of qualifications required 
began to creep in; and, in the classifica- 
tion plans for the Dominion of Canada 
and the city of Philadelphia, the best 
work of this kind that has yet been 
done on a large scale will be found. 
The advances made can be judged 
from the following statement of quali- 
fication requirements for superintend- 
ent of nurses, Philadelphia Hospital 
for Mental Diseases, as stated in the 
Philadelphia plan: 


Education equivalent to that represented 
by graduation from high school and prefer- 
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ably graduation from a university of recog- 
nized standing; graduation from the nurses’ 
training school of an accredited hospital, 
including courses in the care and treatment 
of mental diseases; registration as a regis- 
tered nurse in the state in which graduated 
and if from another state evidence that 
application has been filed in Pennsylvania 
for the next examination for registration; 
six years of successful nursing experience, 
four years of which shall have been in the 
care and treatment of mental diseases and 
three years in a responsible supervisory 
position; thorough knowledge of general 
nursing and intimate knowledge of the 
nursing and hospital treatment of mental 
diseases; willingness to live and work in a 
hospital for mental diseases; administrative 
ability; high moral standard; sympathetic 
understanding of the sick; tact; good judg- 
ment; neatness; endurance; and good 
physical condition. 

Practically no advance on the early 
work has been made with regard to 
the statement of lines of promotion. 
It is surprising, but true, that in the 
public service, at any rate, neither the 
classifiers nor the Civil Service Com- 
missions have been able, with such 
obvious exceptions as the police and 
fire departments, to work out what may 
be considered normal lines of promo- 
tion. It may be questioned whether 
any better statement of the lines of 
promotion can be found than in the 
original Chicago work and certainly 
many not so good abound in the later 
printed reports. 

The recognition of principles and 
the improvement of procedure in de- 
veloping the compensation plan have 
been as marked as for the classification 
In the early work there was 
little conscious recognition of a good 


- many of the factors that enter into 
determination of compensation 


rates, such as the nature of the duties, 
existing rates of pay, the pay for similar 
or comparable work in other jurisdic- 
tions and in industry, the cost of living, 
the hazards of the occupation, the op- 


portunity for promotion, the demands 
in the way of education, experience 
and special knowledge, the social 
worth of the work, and the obligations 
of the public as an employer. Evyey 
when such factors were recognized jp 
the early work, moreover, the securi 

of definite facts and the statistical han. 
dling of such facts left much to be de. 
sired. In some of the recent work of 
developing compensation plans, there 
has been conscious recognition of the 
principles that ought to prevail and 
some excellent work in gathering, di- 
gesting, and compiling data with regard 
to existing rates of pay and pay for 
similar work elsewhere. The first 
marshaling of facts in this manner done 
on a large scale was in connection with 
the work in the Dominion of Canada; 
further improvements were effected 
in connection with work for the Gov- 
ernment of the United States; and the 
most thorough work of this kind proba- 
bly has been done in the city of Phila- 
delphia and the county of Los Angeles. 


MISUNDERSTANDINGS AND 
CONTROVERSIES 


It seems desirable to point out some 
rather curious misunderstandings with 
regard to the development of classifi- 
cation and compensation plans which 
have gained wide currency. One is that 
there are two “schools of thought.” 
As a matter of fact, all who have ever 
faced the situation squarely have ar- 
rived at the conclusion that the essen- 
tial points embodied in the original 
Chicago classification are fundamental. 
There has been disagreement, it is 
true, as to the best means of achieving 
the objectives and, as is pointed out 
below, a great deal of disagreement as 
to the manner of presenting the classi- 
fication plan after it has been evolved. 
In addition, there are some persons who 
deny the need of a classification of posi- 
tions at all for handling employment 
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ands “matters. The only disagreement, 
Nee, however, which would even justify 
cial the statement that there are two 
ions schools of thought is that between the 


ven advocates of the duties classification 
and those who are opposed to any clas- 
sification and want instead a grouping 
an- of positions on the basis of the salaries 
de- that happen to be paid at a given time. 
of To one who has not had opportunity 
to follow the discussions which result 
the whenever a classification study is made 
nd and the recommended plan given pub- 
di licity, the extent to which those who 
rd ought to be interested have engaged 
for in violent controversies about the man- 
rst ner in which the plan happens to be 
ne presented, with almost complete dis- 
th regard of the merits of the plan itself, 


a; is almost beyond belief. Very gener- 
ad ally there are heated discussions about 
v= the services which happen to be used, 
le about the inclusion of this or that class 
\- of positions in a particular service, 


\- about the listing of the class titles and 
. class definitions in alphabetical or 
schematic order, and about other mat- 
ters which after all are not very mate- 
rial. On the other hand, in these 
3 discussions there has been almost com- 
plete disregard of such fundamental 
things as the classes to be recognized, 
the qualifications to be required in the 
future of persons seeking entrance to 
the service, and of the completeness or 
lack of completeness of the class defini- 
tions. An example will make this 
clear. There have been fierce discus- 
sions as to whether detectives in the 
police department should be included 
in the police service or in the investi- 
gating service, but practically no dis- 
cussion as to whether detectives should 
be recruited from the uniformed police 
force or from outside the police force, 
as to the minimum education which 
ought to be required for patrolmen, 
and as to whether separate classes are 
or are not needed for the patrolman 
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squad, or the mounted 
police. It has been my lot in several yy 3 
jurisdictions to attempt to get civic 
organizations, students of classifica- 
tion, and others interested in these real = 
classification matters and to cease be- 
fogging the issue by heated discussions 
of matters having little to do with the : 
merits of the whole plan under discus- __ 
sion. I must confessthat have been 
almost uniformly unsuccessful in such 
attempts. 
A third misunderstanding, which 
after all is perfectly natural, is the de- 
sire on the part of many familiar with 
the classification movement to have 
somebody work out what they calla 
“standard classification” which can 
be used with no change or with only — 
slight modification in any jurisdiction. 
As a matter of fact, any perfectly- 
fitting classification, like a perfectly- _ 
fitting suit of clothes, must pretty gen- _ 
erally be tailor made; each city or state 
or federal government, like each indi- — 
vidual, has its own peculiarities which 
must be observed if there is to bea 
good fit. In a city, for example, the __ 
clerical staff is smail and clerical posi- _ 
tions therefore must be grouped into 
broad classes, while, in a state or fed- _ ’ 
eral service, the clerical force is much © 
larger and a finer classification is neces- 
sary for practical working purposes. 
Even in two cities of approximately 
the same size, the method of organizing __ 
the city government and the procedure _ 
in administrative units are so different 
that different classifications are re- 
quired; in one city, for example, the | 
unit in charge of the water system may 
have each house metered and send out 
machine prepared bills quarterly or _ 
even monthly, while in another city 
the rates may be based upon the num- 
ber of faucets or frontage and hand- __ 
written bills may be sent out annually. _ 
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Possibly something could be done in 
the way of a standard classification for 
a city of a given population, and an- 
other for states, and still another for 
the Federal Government; but even 
then the differences are so great that 
- extensive modification would be neces- 
_ sary wherever any serious attempt is 
made to present a classification plan to 
the legislative body or other respon- 
sible authorities for adoption. 


PERSONNEL CLASSIFICATION BoarRD 


The disastrous consequences which 
result when the principles and proce- 
_ dure briefly outlined above are disre- 
_ garded are strikingly shown in the 
_ work of the United States Personnel 
Classification Board. This board was 
_ ereated by an act approved March 4, 
«1928, based on the study of the Joint 

_ Congressional Commission on the Re- 
_ elassification of Salaries which did 
most of its work in 1919 and reported 
in March, 1920. The board is made 
up of a representative of the Bureau 
of the Budget who acts as chairman, a 
representative of the Civil Service 
_ Commission, and a representative of 
the Bureau of Efficiency. From the 
_ very outset there was a sharp division 
of opinion within the board. Mr. 
Guy Moffett, the representative of the 

Civil Service Commission, insisted 

upon the recognition of the principles 


The representative of 
_ the Bureau of Efficiency proposed the 
_ recognition of different principles and 
the following of a different procedure 
which need not be outlined in detail 
here; he was successful in getting the 
ES representative of the Bureau of the 

—_ to vote with him. In its work 
so far the board has built a superstruc- 
ture of rates and allocations without 
developing class specifications or even 
recognizing classes. The result has 
~ been almost universal dissatisfaction 
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on the part even of the employes, de. 
spite the general increases in salaries; 
civic organizations and others inter. 
ested in the movement have beep 
equally vehement in condemning the 
board. 

The Senate adopted a resolution pro. 
viding for an investigation of the Bureay 
of Efficiency for the purpose of deter. 
mining whether that bureau should be 
abolished, while the Committee on the 
Civil Service of the House of Repre- 
sentatives is conducting an independent 
investigation into the work of the 
Personnel Classification Board. Mr. 
Frederich R. Lehlbach, chairman of the 
committee, has already announced that 
in his opinion the Personnel Classifica- 
tion Board has disregarded every sec- 
tion of the Classification Act of 1928 
except that creating the board itself, 
and Mr. F. J. Bailey, chairman of the 
board and representative of the Bureau 
of the Budget, in a public hearing 
before the House Committee on the 
Civil Service, has admitted that the 
board in failing to establish classes has 
failed so far to do one of the things 
essential for a real classification. Mr. 
Bailey also admits that the board itself 
is a failure and asserts that it ought 
never to have been established; he ad- 
vocates the transfer of its functions to 
the Bureau of the Budget, though 
practically everybody except himself 
and the Bureau of Efficiency advocates 
the transfer of the functions of the 
board to the United States Civil Service 

Commission where, if experience teaches 
anything, a real classification will be 
developed. Mr. Bailey in the hearings 
also had made much of the alleged two 
“schools of thought” and has an- 
nounced his belief in the need for a 
“third school” midway »etween the 
other two. 

In the meantime Congress, for lack 
of anything better, is basing appropria- 
tions for some 50,000 positions in the 
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District of Columbia on the work of the 
Personnel Classification Board instead 
of upon a duties classification and is 
doing ns whatsoever with regard 


of a Classification j in the 
Public Service 


By Lewis MeriaAmM 


IN THE PUBLIC SERVICE 


to the 125,000 positions outside of the 
District of Columbia included under _ 


the terms of the Classification Act of 
1923. 


bes 


Bureau of Public Personnel Administration 


ERSONNEL classification or re- 

classification is generally one of 
the major reforms instituted when gov- 
ernments, national, state, county or 
municipal, endeavor to put their houses 
inorder. Why? What are the practi- 
cal uses of a personnel classification 
that make it an item of first impor- 
tance in modernizing government? 

To no one is this question of greater 
importance than to him who is actually 
confronted with the task of classifying 
government positions. The merits of a 
classification depend upon its adapta- 
bility for serving certain practical ends. 
To make it serve those ends, the per- 
sons who develop the classification 
must clearly perceive what those ends 
are. They must know what they are 
doing and why. It is to be regretted 
that experience demonstrates the ne- 
cessity for expounding anything so 
obvious, but unfortunately at least one 
great job of reclassification has gone 
wrong because persons responsible for 
its development have failed to recog- 
nize and provide for achieving all the 
good that is to be derived from a sound 
personnel classification. 


CLASSIFICATION AND THE MERIT 
SyYsTEM 


With the merit system and civil serv- 
ice reform, citizens in general are fairly 
familiar. They believe in the princi- 


ple, though some may criticise its ap- 


plication and question its practical 
results. A sound personnel classifi- 
cation is the instrument for perfecting | 
the application of the merit system and 
making the tests accurate determinants _ 
of the fitness of the candidates for the 
positions. 

The first requisite for thorough and 
scientific application of the merit sys- 
tem is the complete survey of all posi- 
tions to be filled through it to determine 
the duties of those positions, their re- 
sponsibilities, and the qualifications 
which a person must possess to justify 
his assignment to such duties. 

The first duty that a civil service 
commission owes to the public is to se- 
cure properly qualified employes and to 
prevent persons not possessed of the 
requisite qualifications from securing 
the positions. Important as this duty 
is with respect to minor routine posi- 
tions, it is infinitely more important 
with respect to the upper scientific, 
technical, professional or administra- 
tive positions where salaries are more 
attractive and where the chances of an 
unqualified employe causing serious 
indirect losses and doing irreparable 
mischief are markedly greater. A 
good classification should publish for 
each class of positions in the service a 
clear statement of the duties of the po- 
sitions in that class and the qualifica- 
tions necessary for entrance into it, so 
that a public _—n will be possi- 
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ble between what the position requires 
and what qualifications the candidate 
_ for the office actually possesses. The 
‘mere preparation and publication of 
such a statement enormously strength- 
ens the hand of the appointing officer 
_ desirous of rendering the public real 
service but struggling against insidious 
pressure for improper appointments. 
It puts the public and the press in pos- 
_ session of the facts regarding what the 
positions actually require and permits 
of the full application of publicity, the 
_ most effective device for the support of 
merit system. 
‘The analysis of the duties and the re- 
quirements of the position lay the 
_ foundation for the development and 
perfection of tests to determine the 


Ne In the early days of the merit 
system the tendency was to develop 
¥ he tests along the lines of scholastic ex- 
| ~ aminations. Now the examiners must 
ae | _ first know the duties of positions and 
_ the qualifications so that the tests may 
be directly related to these duties and 
Br qualifications. Many modern tests 
include the actual performance of du- 
ties such as are required in the class of 
positions, and others try aptitudes 
which are the same aptitudes as those 
necessary in the class of positions. A 
good classification includes examples of 
_ typical tasks illustrative of the duties 
and lays the foundation for collecting 
_ typical problems that must be solved 
on the job. Classification thus lays a 
broad firm foundation for the develop- 
aa ment of sound tests of fitness. 


CLASSIFICATION AND EFFICIENCY 
Ratincs 


; Classification according to duties, 
Tesponsibilities and qualifications is 
also essential to the development of 
sound efficiency rating systems. Obvi- 
ously the extent to which it is practi- 
cable to go in rating efficiency and the 
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devices to be used depend on the kind 
of work being done. A system that 
may be practically perfect for card. 
punching machine clerks would be 
ridiculous when applied to editors, 
Efficiency rating systems that get away 
from an analysis of the duties get away 
from the facts and the further they get 
away from facts the less their value. 
Efficiency ratings are mentioned in 
connection with the merit system for 
two reasons. The first is that in mod- 
ern examining technique they serve as 
the means of testing the tests to de- 
termine their selective value. Groups 
of employes of known efficiency in the 
class of work for which the tests are 
being devised are selected, and they 
are given the tests. If the tests select 
those employes who are known to be of 
high efficiency and rejects those of low 
efficiency so that there is a high degree 
of correlation between the ratings in 
the tests and the ratings in the actual 
performance of duties, the examining 
agency has fairly positive assurance of 
the soundness of its proposed tests, 
The method is used also to determine 
the relative selective value of different 
tests and to determine the answers to 
such questions as the relative weights 
to be assigned to different parts of a 
test and the point where the passing 
mark should be placed so that it will 
send to the employment lists the quali- 
fied candidates and reject those not 
qualified. To what extent this statis- 
tical method may supplant the rule of 
thumb procedure, which in many in- 
stances has been brought to a high de- 
gree of effectiveness, remains to be 
seen, but no persons responsible for the 
development of a modern personnel 
classification should fail to consider this 
use of efficiency ratings and provide for 
it by having classes on the basis of the 
duties and like responsibilities. 
Efficiency ratings, based on the per- 
formance of duties of a particular class, 


are useful too, in connection with the 
selection of employes for advancement 
in salary because of increased efficiency 
in the performance of unchanged duties 
and also in connection with the selec- 
tion of employes for promotion to a 
position of a higher class involving dif- 
ferent duties or different responsibili- 
ties. To what extent the ratings may 
be made a determining or even an im- 
portant factor either in salary advance- 
ments or in promotion depends on the 
duties and the responsibilities of the 
classes of positions involved. Until 
the positions have been classified on the 
basis of duties and responsibilities, it is 
almost out of the question to reach 
sound conclusions on the weight to be 
attached to efficiency ratings in selec- 
tion for advancement and promotion. 


CLASSIFICATION AND PROMOTIONS 


Political and other improper influ- 
ences in selection for promotion are 
most difficult to combat. The most 
vigorous and upright administrators 
will make common cause with the 
weakest and most corrupt in denounc- 
ing any centralized control over selec- 
tions for promotion because, forsooth, 
who can know so well as the adminis- 
trator in charge the capabilities of the 
employes under his direction. To one 
who does not know the public service, 
that sounds convincing, but when a 
survey is started to furnish the basis 
for a classification of positions on the 
basis of duties and responsibilities, it 
generally develops that the upper po- 
litically selected administrative officers 
do not know the duties of the employes 
under their direction, and that the 
investigator has to be passed on down 
the line of authority until he gets very 
close to the actual positions before he 
can find out what duties are actually 
being performed in the positions and 
what the real differences are between 
positions that the upper administrator 


would say were just alike, if he really 
felt able to say much about them at all. he 
The really competent administrator 
generally depends on the reports of 
trusted subordinates, and sometimes 
he trusts the wrong one. A duties 
classification with qualifications helps $3 
him in checking his subordinates and he _ . 
is further aided if the central personnel 
agency has a part in the selections for 
promotions. If the partisan adminis- 
trator who plays political and personal 
favorites is to be prevented from crip- | 
pling the public service by badselections 
for promotion to important posts, the 
central personnel agency must be given 
a part in this vital personnel function, Bs 3 
and the foundation for this control lies _ 
in the duties classification. ; 
The uses of the duties classification — Rx: 
thus far discussed relate solely to the au 
application and development of the _ 
merit system. An equally important : 
use is in standardizing government 
salaries. 


CLASSIFICATION AND 


STANDARDIZATION 


In the absence of a duties classifica- 
tion one generally finds many cases in — Re 
which the salary paid the employe 
bears no close relationship to the value ay oe 
of the work he does. In some in- ee SS 
stances, specially privileged employes 
will receive fairly large salaries for the - 
performance of the simplest, most rou- _ 
tine duties. In others an employe per- ~ 
forming difficult and responsible work __ 
will be receiving the same small salary oo 
at which he entered the service years 2 
before. He has tended to his duties at 3 
instead of cultivating his influence, or re * 
he has been in an out of the way corner 
where he did not come in contact with 
the powers that be. Such instances 
furnish the extreme illustrations. Ina 
large public service considerable vari- _ 
ation results simply from the absence of 4 a 
any unifying agency. Some govern- 
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agencies are popular and get 


_ appropriations easily. Others are 
more or less starved. Some adminis- 
trators work for high salaries; some for 
low. The result is wide variation in 
_ pay for like duties. A duties classifi- 
ation largely eliminates such cases 
because positions are allocated to 
ie ; a classes, and salaries are fixed for classes 
on the basis of the duties and responsi- 
4 bilities of the class, regardless of organ- 
7 = units and the personal views of 
administrators. 


No formula exists for determining 
yee precisely what salaries should be fixed 
the several classes of positions, but 

oo classification permits one to tackle the 
& = on the basis of facts. Proper 
classification furnishes the basis for 

getting the two most essential bodies of 
data, namely statistics showing the 
distribution of the employes in each of 
the several classes of positions accord- 
ing to salary rates, organization units 
and possibly by localities of employ- 
ment, and figures regarding what other 
employes, public and private, pay for 
typical classes of positions that are 
comparable with those in the service 
being classified. The aims sought are 
frequently expressed in two slogans, 
“Equal pay for equal work” and 
“Salaries fair alike to the employes and 
the taxpayers.” In a big public serv- 
ice these ideals are not achieved by 
chance; they must be secured through 
system. When the class specifications 
descriptive of the positions and the 
significant statistical data are avail- 
able, the agency responsible for salary 
fixing generally finds it possible to do a 
very respectable job in approximating 
the ideal. 

For each class of positions several 
rates of pay should generally be estab- 
lished so that recognition may be given 
for length of service and increased ef- 


ficiency. Under ordinary circum- 


stances the new ye in the class 


is 


should begin at the minimum rate for 
the class and should be advanced ae. 
cording to some definitely understood, 
clearly worked out plan. Classifica. 
tion permits of the development of g 
definite plan and the introduction of a 
clear cut distinction between salary 
advancement due to length of service, 
increased efficiency or a combination of 
the two, and a real promotion which in- 
volves selection to perform new duties 
or to carry materially heavier responsi- 
bilities. Classification should intro- 
duce into the public service the 
maximum possible incentive to ef- 
ficiency, both by furnishing definite 
rewards for efficient performance of 
unchanged duties and by the maximum 
development of opportunities for ad- 
vancement. 


CLASSIFICATION AND BupGet MAKING 


Preparation and review of budget 
estimates, making the appropriations, 
and accurate accounting for steward- 
ship, are facilitated by a duties classifi- 
cation that supplies descriptions of 
duties and standardized titles. Pay- 
ments for personal services are in all 
governments among the heavy ex- 
penses. Classification is the principle 
device for bringing these expenses 
under control. Salary standardization 
prevents paying too much for the indi- 
vidual position or paying so little that 
an employe with the proper qualifica- 
tions cannot possibly be secured. Es- 
tablishing standardized titles and 
requiring their use in estimates and 
reports facilitates preventing the cre- 
ation or maintenance of too many po- 
sitions or of higher type positions than 
the nature of the work warrants. 

The federal service at Washington 
has long used the term clerk in so loose 
a way that in estimates and appropri- 
ations it has meant little more than 

“position.” The statement “five 
clerks at eighteen hundred dollars” re- 
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vealed abies regarding the nature of 
the duties of these five clerks nor the 
necessity for their employment. When 
these clerical positions are given really 
descriptive titles that are adequately 
defined in the classification, the persons 
reviewing the budget will be given some 
real information and will be in a posi- 
tion to make searching inquiries. If 
these clerks prove to be file clerks the 
reviewer can ask why five such high- 
class file clerks. The specific titles 
prescribed by the classification prevent 
hiding the facts under general nonde- 
scriptive titles. It frees the reviewing 
agencies and appropriating agencies 
from spending most of their efforts 
trying to find out what the employes do 
and whether salaries are fair and per- 
mits them to give their attention to 
broader aspects of the problems before 
them. 


CLASSIFICATION AND ORGANIZATION 


The processes of classification reveal 
the weak spots in organization and 
sometimes also indicate clearly the 
methods of correcting them. In one 
organization the class specifications dis- 
close a single class of positions the du- 
ties of which run the whole scale from 
simple adding machine operation on 
vouchers to auditing the accounts for 
compliance with involved laws and 
regulations. All the positions in the 
class will be fairly well paid, because of 
the high qualifications needed for the 
auditing for compliance with the laws 
and regulations. In another organi- 
zation doing comparable work there are 
no comparable classes. Instead, the 
classification reveals a small class of 
computing machine operators who do 
all the extension, footing and other 
figure work. When the figure work 
has been properly verified by the rela- 
tively low paid class of computing 
machine operators, the vouchers are 
referred to the auditors whose duties 


are solely the high grade examining e . 
the vouchers for compliance with laws 
and regulations. Classification in one 
case revealed the absence of division of 
labor; in the other it revealed the 
proper division of labor. 

Classification too reveals improper _ 
establishment of organization units. es 
When the chief officers of such things 
as customs districts or immigration ; 


districts must be classified, the classifier _ 

is brought face to face with the ques- 
tion: “What is the basis for distin- _ 
guishing between the districts of widely — 
different size and importance?” Sta- 
tistics are compiled and down at the a 
bottom of the lists according to sizeand 
business done are found some districts _ 
that on the basis of the data have no 
reason for existence. The answer is 
political. The districts are maintained _ 
for the purpose of furnishing political — : 
jobs at good salaries. The require. 
ment for full accurate descriptions of 
the duties of the positions brings the 
into the light the facts regarding the r 
positions. 


Tue EssEnTIALS OF CLASSIFICATION 


The detailed uses of personnel classi- _ 
fication that have been mentioned,— 
selection, efficiency rating, 
standardization, fair payment, budget — 
making, improvement of organization 
and so on,—call for the same answer to — 
the problem of classification, the de- 
velopment of a system of classification — 
that will bring into the light the facts | 
regarding position in the public service. 
To fulfil the purposes of classification, = es: 
positions must not be put into hetero- 
geneous salary grades on somebody's 
say so that the positions, although dif- _ 
ferent in many respects, are of equal — 
value. This course hides facts which — 
should be in the open. The > 
ground on which positions can safely be | 
classed together i is that they are sub- 
stantially alike in duties, oe i 
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ties and qualifications and that they 
merit substantially the same rates of 
compensation. The positions that are 
substantially alike constitute a class 
and it can be described in terms of its 
duties and responsibilities and the 
qualifications required for its perform- 
ance and it can be given a title that is 
descriptive. Then all the uses of clas- 
sification can be met by a single classi- 
fication generally applied and generally 
understood. 

Against this type of classification one 
objection is raised which to my mind 
proves the value of the system. It in- 


cites criticism. The nienesi of the 
movement are easily mastered. The 


difficulty is getting at the facts. When 
proper channels are developed for the 
proper utilization of criticism, it is a 
great force in correcting incompleteness 
or errors in matters of fact and in per- 
fecting the system. One might even 
go so far as to say that one of the great 
purposes of classification is to furnish 
the basis for constructive criticism and 
the device for utilizing that criticism in 
a@ progressive advance toward full 
achievement of the greatest purposes of 
classification-good government. 


The Need for Correlation of Personnel Activities in the 


HE business of the Federal Gov- 

ernment is immense in volume 
and complex in character. The ci- 
vilian pay roll is over $700,000,000 a 
year, not including the legislative and 
judicial branches. Of this sum, $400,- 
000,000 goes to workers in the Postal 
Service. Since the Postal Service is 
practically self-sustaining, the amount 
raised annually by taxation to meet the 
pay roll of civilians not in the Postal 
Service is about $300,000,000. Most 
of the professions with their numerous 
specialties and most of the occupations 
found in the various industries are also 
found in the civilian forces of the Gov- 
ernment. In addition, there are many 
occupations peculiar to the Govern- 
ment service for which long training 
and experience with the Government 
are necessary. 

Standard practices are expected in 
the purchase, distribution and use of 
materials or supplies in quantities. 
Economical administration of person- 
nel matters likewise requires standardi- 
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zation of practices. Since human 
beings are not so easily measured and 
sorted as supplies, it is more difficult to 
establish standard practices in the per- 
sonnel field than in the supply depart- 
ment. 


UntrorM Procepure LACKING 


The Government business is carried 
on by numerous agencies established 
and guided by many laws, and the 
methods of dealing with employment 
questions by the several agencies are 
not codrdinated. 

There should be a comprehensive 
employment policy based upon princi- 
ples which may be carried out with 
reasonable uniformity in all depart- 
ments and establishments. Until this 


is done, taxpayers will not receive the 
maximum return in service for that — 


share of taxes represented by the ci- 
vilian pay roll. A saving to the tax-— 
payers of many millions of dollars 
annually can be made by means of rent 
a definite and uniform policy. 
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It is not proposed that a definite rule 
can be prescribed for every administra- 
tive officer in regard to every relation 
he may have with the employes under 
his supervision. No single agency can 
successfully impose upon all adminis- 
trative officers fixed rules to govern 
them in all their dealings with em- 
ployes. It is possible, however, to as- 
certain and apply the best methods in a 
number of the principal activities 
commonly involved in employment 
problems. 


Masor Trems Requiring 
STANDARDIZATION 


The major items upon which there 
should be uniformity of treatment 
throughout the federal service are: 

1. Occupational descriptions and 
designations, including qualification 
requirements, with equal pay scales for 
the same work. These are embraced 
in the term “classification.” 

2. Methods of selection, including 
tests of fitness. 

8. Assignment and training. 

4. Increases of pay without change 
of assignment. 

5. Promotion to higher responsibili- 
ties (a) in establishment to which 
originally appointed and (b) by trans- 
fer to other establishments. 

6. Reductions in pay or duties, and 
dismissals. 

7. Reinstatements or 
ments. 

8. Leaves of absence, sanitation, 
safety, and other working conditions. 

9. Service records and statistics. 

10. Retirement. 

These items will be discussed in 
order. 


reémploy- 


CLASSIFICATION 


A complete survey of the entire ci- 


-vilian force should be made, and there 


should be published for the use of all 
mterested persons occupational de- 


scriptions, with standard designations, 
for all the occupations found to exist. 
This is called “classification,” but the 
term has been abused by attempts to 
narrow its full meaning. The functions 
of classification are much broader than 
pay-fixing. The pay-fixing process, 
while a part of classification, can come 
only subsequent to the standardization 
of occupations by means of descriptions 
of duties, typical tasks, degrees of re- 
sponsibility, minimum qualifications 
necessary to perform the duties success- 
fully, and the relation of the occupa- 
tions to others of a similar character 
but of different degrees of responsibility 
or requiring different degrees of skill. 
In 1923 a classification law was 
enacted, which has for its object a 
standard classification of occupations, 
with common designations, descrip- 
tions of classes as to duties and qualifi- 
cations, and establishment of a 
standard rate of pay for a class of work 
wherever performed under like con- 
ditions. This law does not, however, 
apply to the entire civilian force in the 
executive branch of the Government. 
The Postal Service, the pay roll of 
which is greater than the combined pay 
rolls of all the other services, is ex- 
cepted from the provisions of the act; 
nor does the law apply to the skilled 
manual occupations, except in the cases 
of persons employed on maintenance or 
repair work such as the care and upkeep 
of buildings and grounds. 
Classification is as necessary for the 
Postal Service and for the skilled 
manual occupations as for any other 
part of the service. In 1920 a pay 
scale for the Postal Service was fixed by 
law, and this has been called a classifi- 
cation by many who do not know the 
meaning or purposes of classification. 
Just as inventory and stock records 
are necessary in the handling of mate- 
rials of various kinds in large quanti- 
ties, so classification, in all that the 


— 
PERSONNEL ACTIVITIES IN THE FEDERA Sh 55 
oF 
| 
¥ 
are 
7 
8 


term really embraces, is necessary in 
_ the handling of personnel in large num- 
bers. It is the primary thing, the 
_ foundation, upon which all subsequent 
action must be based. 
SELECTION 
ok Most of the positions in the executive 
— eivil service are subject to the prov i- 
gions of the civil service law, which 
- requires that selections for appoint- 
_ ment shall be made from the results of 
competitive examinations testing as far 
5 as practicable the relative ability of the 
- competitors to perform the duties of 
_ the positions to which they seek to be 
_ appointed. This means that the ad- 
ministrative head of an establishment, 
finding he has a »osition in his organi- 
zation to fill, and deciding that he will 
not fill it with some one from his own or 
some other Government establishment 
but will take in a new person, calls upon 
_ the Civil Service Commission for the 
- names of the three persons who have 
_ received the highest grades in a com- 
_ petitive examination designed to test 
_ ability to perform that kind of work. 
_ He may select any one of the three, the 
_ only restriction being that he make no 
ea into, or base no action on, the 
_ political or religious affiliations of the 
persons considered. 
Under present practice, before stand- 
_ ardization in the form of occupational 
descriptions and designations is ac- 
complished, the administrative head 
expresses to the Civil Service Com- 
mission, for use in formulating the 
examination, his opinion as to the 
qualifications necessary to perform the 
work. His opinion may not agree 
with that of some other administrative 
officer who has in his service identically 
the same kind of position. The Civil 


Service Commission is bound to honor, 
to a considerable extent, the views of 
administrative officers as to the re- 
quirements of positions under them in 
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respect to education, experience, 
knowledge and ability. Hence, untij 
classification is established, there may 
be lack of uniformity in the tests for 
occupations of similar kind in different 
establishments, although the Ciyil 
Service Commission constantly en. 
deavors to avoid such differences and 
to bring about, through conference and 
agreement with administrative officers, 
standard requirements for the same 
occupations wherever found. 

When classification is complete, it 
will be possible to devise more accurate 
measures of ability to be used in the ex- 
aminations, for it will be easier to locate 
the positions requiring the same kind of 
work by means of their common desig- 
nation, and to establish by research the 
kinds of tests best calculated to meas- 
ure the skill and knowledge required to 
do the work efficiently. 


ASSIGNMENT AND TRAINING 


Many occupations in the Govern- 
ment service, as in private employ, re- 
quire for their successful performance 
training on the job. The civil service 
examination may test aptitude for the 
work and ability to learn the processes 
peculiar to a position, but often a pe- 
riod of training must follow appoint- 
ment. A comprehensive survey 
should be made to determine where 
training courses are needed and what 
kind of courses should be provided, in 
order that this work may be done sys- 
tematically and economically. At 
present training is left entirely to the 
administrative heads. In some estab- 
lishments there are well-defined courses 
of instruction, as, for example, for ap- 
prentices to mechanical trades in navy 
yards. In other establishments the 
new appointees are given only per- 
functory introduction to the work and 
told to go ahead and do their best to 
learn it. In the Postal Service clerks 
are required to learn most elaborate 
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schemes of distribution, but no method 
has been put into practice by which 
they can best learn them. 
There should be a follow-up of each 
new appointee during his period of 
probation, with periodic reports on his 
progress, so that there may be adequate 
basis for determination whether he is to 
be retained after serving the probation. 


ADVANCEMENT IN Pay WitHout 
CHANGE or Duties 

In the establishment of a pay scale 
for most occupations it will doubtless 
be found advantageous to the service to 
provide a range, with maximum and 
minimum rates, within which employes 
may be compensated according to their 
efficiency or productiveness. When 
two or more rates are paid for the same 
kind of work, it becomes necessary to 
devise some fair method of deciding 
which employes shall be given the 
higher and which the lower rates. At 
entrance the minimum rate will pre- 
sumably be paid, but as efficiency is 
shown and production is increased, 
opportunity must be provided for 
increased compensation; otherwise, in- 
centive to work will be lacking and 
morale will be reduced. More thought 
has probably been given to the question 
of measuring relative efficiency of em- 
ployes than to any other employment 
problem, and, so far as is known, no one 
has yet furnished a perfect solution. 
Each group of workers engaged on a 
common task presents a different prob- 
lem, especially if it is thought indis- 
pensable to make an _ absolutely 
accurate measure of relative efficiency. 
But it is believed that in practice it will 
not be necessary to go into extremely 
close refinement to determine relative 
efficiency in many of the occupations, 
Graphic scales are probably the best 
instruments so far devised for this pur- 
pose. 

Under the supervision of the Person- 


nel Classification Board, the Bureau of 
Efficiency is charged by law with the 
establishment of efficiency ratings. = 


PrRoMOTION TO HIGHER 
RESPONSIBILITIES 


Only by providing opportunity for 
promotion more nearly comparable 
with that afforded by private business 
may the latent abilities of Government 
employes be most fully developed, the 
work-interest fostered, and the most 
efficient force recruited and retained. 

Many of the higher positions are now 
excepted from the provisions of the 
civil service law; hence, most of the 
positions carrying sufficient responsi- 
bility and compensation to serve as 
goals to be won on merit, are not avail- 
able to those employes who have ex- 
hibited the requisite qualities of 
leadership and administrative ability. 
Under such circumstances valuable 
employes are likely to seek employment 
outside the Government service, or if 
the training in Government work is 
along some line peculiar to the Govern- 
ment service, there is danger that 
valuable employes will become dis- 
heartened by finding avenues of ad- 
vancement blocked. Several of the 
presidents have urged upon Congress 
the inclusion of the higher administra- 
tive positions not involving policy de- 
termination, in the competitive classes 
under the civil service law. It is to be 
hoped that Congress will soon act 
favorably upon these recommenda- 
tions. 

Merit ratings, especially if expressed 
by means of graphic scales, may be 
used as a factor in discovering capable 
material for advancement to higher 
duties and responsibilities. It is neces- 
sary, however, that some machinery be 
established to bring together the data 
on employes worthy of advancement 
who are scattered in various depart- 
ments, in order that those best fitted 


PERSONNEL ACTIVITIES IN 1 
Ce, 
| 
or 
ot 
n- 
d 
3, wes 
ma 
| 
. 
i 
) 
f 
H 4 
% 
| 
, 
¥ 


a 


may be discovered and introduced to 
the proper administrative officers when 


the higher positions are to be filled. |‘ labor are not uniform. For the Postal] 


Repuctions AND DisMIssaLs 
Demotion and dismissal by reason of 
shortcomings in service are linked with 
advancement in pay and promotion in 
assignment, because the method of dis- 
covering efficiency should also discover 
inefficiency. Too often, however, in- 
efficiency is known to be present with- 
out adequate attention from the 
administrative officer. Such cases de- 
serve prompt attention; else the tax- 
payers and the other employes suffer. 
The causes should be investigated and 
remedies applied. Individual atten- 
tion is required. Change of assign- 
ment, reduction in pay or status, or 
dismissal should follow immediately 
after adequate investigation in every 
case. 


REINSTATEMENT OR REBMPLOYMENT 


A person who has become separated 
from a Government position through 
no deficiency of his own now finds 
difficulty in presenting his qualifica- 
tions to the Government in case he 
seeks to reénter the service. Experi- 
ence valuable to the Government might 
be made available if a systematic 
method were established of presenting 
the desires of former employes for re- 
instatement. At present the initiative 
rests with the administrative head of 
the establishment in which service was 
formerly rendered. There should be a 
central place to which all such persons 
might apply, and their qualifications 
and experience should be brought to 
the attention of administrative officers 
needing the kind of service they are 
able to render. 

Leaves or ABSENCE AND WorRKING 
ConDITIONS 


Absence for vacation or on account 
of sickness is permissible under laws 


i which vary for the different parts of the 


service. Laws governing hours of ped 
Service and for establishments com. 
posed largely of manual workers, eight 
hours constitute a day’s work. For ind 
the clerical workers in the departments _jna 
in Washington and in their field offices _ ine 
throughout the country, the law re. 
quires at least seven hours’ work each 
day but permits the head of a depart- ' 
ment to extend these hours without plo 
additional pay. Each department or col 
independent establishment makes its am 
own regulations governing absences pa 
within the provisions of the law; and elr 
while there is some voluntary co-opera- lar 
tion to avoid serious differences in tie 
practice, no concerted effort is made an 


toward uniformity. pe 

Sanitary and safety measures are th 
also left largely to the discretion of the $1 
departments. These matters are given fre 
varying degrees of attention. The les 
Public Health Service makes occasional pr 
inspections of sanitary conditions in ac 
some establishments and reports with 
recommendations to the heads of de- 
partments. For the most part, sani- 
tary and working conditions in 
Government establishments are fairly 
good, but no agency is authorized to 
establish and maintain standardized di 
requirements. 


Service RecorpDs AND STATISTICS fc 


There should be developed a central e 
personnel inventory which will facili- 
tate the assignment of specially quali- 
fied employes to those offices and duties 
in which their services will be of great- 
est value to the Government. In 
connection with the personnel inven- 
tory, the service records of all employes 
would, of course, be kept. These 
records should be in such form that 
statistics as to turnover in various 
occupations, rates of pay, retirements 
and disability, education, sex, and so 
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on, would be readily avaible. At 
present the Civil Service Commission 
has an alphabetical index, with ages, 
dates of appointment, and changes in 
status, arranged by departments. This 
index is kept up to date, but it is 
inadequate for the purposes here out- 
lined. 
wal La 
RETIREMENT 
The retirement law for the civil em- 
ployes of the Federal Government is 
comparatively new, but it needs 
amendment.' The deductions from 
pay under this law are based on the 
employe’s total salary, no matter how 
large this may be, whereas the annui- 
ties carried are based upon a maximum 
annual compensation of $1,200. If the 
percentage of pay deductions from 
those employes receiving more than 
$1,200 a year is to be the same as that 
from those receiving $1,200 a year or 
less, the annuities should be greater in 
proportion to the amount of deductions 
actually made. Any other plan is un- 
fair. 
Co6RDINATION 
Control over selections, promotions, 
demotions, discharges or other rewards 
or punishments should not be surren- 
dered by the head of a department or 
establishment responsible for results; 
but general policies should be adopted 
for the handling of personnel, and the 
establishment of these policies should 
be centralized in order to bring 
about uniformity. Each establishment 
should have a personnel officer with 
broader responsibilities and authority 
than have the present personnel of- 
ficers. They should have jurisdiction 
over all questions relating to personnel 
under the immediate direction of the 
head of the department or establish- 
ment. It is not possible for the head of 
a large establishment to become suffi- 


1 See pages 336 and 338.—Eprror. 
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ciently well acquainted with the per- 
sons under his supervision and the 
many considerations affecting them 
from the employment side, to be able to 
deal personally with all such questions. 

The personnel officers of the several 
departments and establishments should 
constitute a codrdinating board, work- 
ing in conjunction with the Civil Serv- 
ice Commission. 

On recommendation of the Civil 
Service Commission and the Bureau of 
the Budget, an executive order was 
issued on December 23, 1921, providing 
for the establishment of such a board, 
to be known as “ The Federal Personnel 
Board,” with the president of the Civil 
Service Commission as chairman. Un- 
der the order the duties of the board 
were to formulate policies and plans 
designed to place the personnel admin- 
istration of the Federal Government 
abreast of the best practice in private 
enterprise, with due regard to the pe- 
culiarities of the public service. 

In the prosecution of its activities the 
board was directed to consider, among 
other things, closer relations between 
the Civil Service Commission and the 
several departments; the relation of the 
personnel problems in the various de- 
partments and establishments; the 
development of an adequate system of 
personnel records to furnish a medium 
for effective control of personnel admin- 
istration and to provide basic statistics; 
the formulation of recommendations 
for so using employes in the various 
departments as to take care of the 
maximum load of work; the develop- 
ment of a personnel inventory system 
to facilitate the assignment of specially 
qualified employes to offices and duties 
in which their services would be of 
greatest value; the question of training 
with the object of reducing the period 
before an employe becomes an effective 
worker; the possibilities of adopting the 
principle of promotion from within in 
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filling the higher positions; the develop- 
ment of a system for the more careful 
review of selections for increased com- 
pensation; and the formulation of 
plans regarding hours of service, leaves 
of absence, privileges under the retire- 
ment act, and other matters designed 
to increase the effectiveness of the pub- 
lic service. 

The several departments and estab- 
lishments, with one exception, desig- 
nated representatives to serve as 
members of the Federal Personnel 
Board, but up to this time there has 
been no meeting of the board. The 
failure of the board to function cannot 
be laid at the door of the Civil Service 


ry 


my 
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—-. is a natural tendency to 
regard with suspicion such state 
expenditures as do not bring a direct 
financial return. However, we are be- 
coming so educated in ideas of efficiency 
that we do not necessarily look to im- 
mediate returns but do expect returns 
in some tangible form in the future. 
The expenditure of large sums not only 
by the Federal Government but by 
individual states upon laboratory and 
other experimental work within the 
fields of agriculture, chemistry and en- 
tomology, has become possible because 
of the public appreciation of the very 
real economic gain into which the 
results of such experiments can be 
transiated. 

Large amounts are being expended 
also in the field of public welfare by 
cities and states for such ultimate tan- 
gible returns. Investigators are em- 


ployed to examine into aad economic 


Commission, which initiated the under. 
taking. 

No agency entirely independent of 
the departments and establishments jp 
which employes serve can successfully 
impose personnel policies and practices 
upon the entire service. It is believed 
that a codrdinating board, such as that 
established by the executive order of 
December 23, 1921, if vitalized and 
permitted to function, can bring about 
the adoption of well-defined and work. 
able policies which will result in greatly 
inereasing the efficiency of the Govern- 
ment service and in correspondingly 
reducing the expense of government to 
the taxpayers. 


Service and Salaries in Public Welfare 
Departments 


By Pamir 
Executive Secretary, American Association of Social was 


status of patients in the public hospitals 
in order to determine whether the cost 
of treatment should be collected from 
patients or from those upon whom they 
are dependent. 

The experience in the probation sys- 
tem, a comparatively new departure in 
modern social work, is even more strik- 
ing. For a long time the plea for the 
establishment and extension of the 
probation system was based on an at- 
tempt to persuade the “hard-headed” 
taxpayer that he was really saving by 
employing the probation officer rather 
than sending the offender to prison. 
There was the cost of the prisoner’s 
maintenance in the institution, the 
loss of his potential earnings, and 
the possible burden of supporting 
his family. But soon a more effective 
argument presented itself in the fact 
that probationers were paying, on the 
— plan, fines and restitution 
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amounting, in some cases, to more than 
the total cost of administering the 
whole probation system, let alone the 
indirect savings. While in the general 
run of state expenditures, the thought- 
ful taxpayer has ever been keen on 
making every dollar count, it is clear 
that, in dealing with the offender, the 
fundamental interests of society and 
humane consideration for the individual 
were more powerful factors in persuad- 
ing him than the immediate appeal of 
financial saving. 

Likewise, public welfare departments 
which represent the most articulate 
expression of governmental interest in 
social work, have been established on 
principles other than the quest of 
money economy. Saving, not of dol- 
lars but of human suffering, has been at 
the bottom of the public interest that 
brought about the establishment of 
state public welfare departments. An 
early example and proof of this fact is 
adduced by F. B. Sanborn,’ the illus- 
trious chairman of the Board of State 
Charities in Massachusetts, in a report 
made to the Massachusetts Centennial 
Commission on Public Charities in 
1876, who quotes John Winthrop, the 
first governor of Massachusetts, on 
some of his reasons “for leading the 
emigrants out of overburdened Eng- 
land.” 


This Land grows weary of her inhabit- 
ants, so as man, who is the most pretious of 
all creatures, is here more vile and base than 
the earth we tread upon, and of less price 
among us than a horse or a sheep. Many 
of our people perish for want of sustenance 
and employment; many others live misera- 
bly, and not to the honor of so bountiful a 
housekeeper as the Lord of heaven and 
earth is, through the scarcity of the fruits 
of theearth. All our towns complain of the 
burden of poor people, and strive by all 
means to rid any such as they have, and to 


* Sanborn, F. B., Public Charities of Massachu- 
setts. Boston: Wright and Potter. 


keep off such as would come to them. I 
must tell you that our dear mother finds 
her family so overcharged as she hath been 
forced to deny harbor to her own children; 
witness the statutes against cottages and 
inmates. And thus it is come to pass that 
children, servants and neighbors, especially 
if they be poor, are counted the greatest 
of burthens,—which, if things were right, 
would be the chiefest earthy blessings. 


AcTIVITIES OF WELFARE DEPARTMENTS 


There are now public welfare depart- 
ments in all but perhaps a half-dozen 
states.2 These departments do not 
necessarily involve the direct disburse- 
ment of relief. Generally speaking 
they are understood to have as their 
special concern the interests of depend- 
ent children, or of those who by old age, 
illness, misfortune or other causes have 
been bereft of the power of decent self- 
support and have fallen a burden upon 
their fellow men. 

Such persons have in the past been 
usually cared for by the municipality, 
the county, the town and even the 
township, and by private philanthropy. 
The state then assumed the obligation, 
through its public welfare department, 
to see whether these wards of local 
bodies, public or private, were properly 
cared for. In brief, supervision has 
been the primary function of state pub- 
lic welfare departments. Supervision 
has on the whole remained their great- 
est service, their real reason for exist- 
ence. Of twenty-four state public 
welfare departments replying to a 
recent questionnaire sent out by the 
writer for purposes of the present 
study, twenty exercise these super- 
visory duties in some form or another, 
by superintending the boarding out of 
children, by inspecting orphanages, 
reformatories, county jails, children’s 
courts, by licensing institutions or 
private philanthropies, by carrying on 


* See Annals, January, 1923, Vol. 105, p. 94. 
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researches that will stimulate better 
work and higher standards in the care 
of wards. Four of the departments 
mentioned have no such supervisory 
functions. They are managerial bod- 
ies controlling or conducting state in- 
stitutions, hospitals for the insane, 
prisons, reformatories, schools for the 
blind, custodial institutions for the 
feeble-minded, and epileptic. These 
are not, however, necessarily of a dif- 
ferent genus from the other twenty-one. 

After all their managing boards—by 
whatever name they may go—are con- 
ducting institutions for the same types 
of wards as those cared for by the local 
bodies under supervision and scrutiny 
of the state welfare departments. The 
very fact that such state institutions 
exist is part of that tendency which has 
resulted in the assumption of greater 
_ and greater responsibilities on the part 
of the state for the care of those of 
its helpless ones who previously were 
_ eared for almost exclusively by private 
philanthropy and local communities. 
This acceptance of responsibility is 
_ evidenced in state institutions for the 


insane, for the feeble-minded and epi- 


leptic, for the blind and deaf, for chil- 
dren on the border line between de- 
pendency and delinquency, for the 
tuberculous and others. Supervision 
or administration are but constituent 
parts of a larger responsibility assumed 
by the state, one emphasizing super- 
vision, the other, efficiency in manage- 
ment. That there is no fundamental 
difference in the real motivation of 
these two functions is especially evident 
from the fact that of the twenty-five 
bodies considered here five combine the 
duties of supervision and managerial 
control of institutions for the public 
welfare. 


EXPENDITURES vs. ACTIVITIES 


Barring the actual monetary savings 
effected by investigations of the type 


Saelention i in state institutions on the 
individual when able to pay or on the 
local community when practicable, the 
maintenance of state boards of public 
welfare has represented on the whole a 
rather increasing dead expenditure, 
that is, one without appreciable mone- 
tary return to the commonwealth. An 
examination of the appropriation of 
state departments of public welfare 
shows with few exceptions an increasing 
budget in the course of years. It seems 
to be tacitly expected that returns in 
human happiness are an acceptable 
substitute for a balance on the right 
side of the ledger. 

If financial returns or savings do not 
justify expenditure for public welfare 
departments or provide a means of 
measuring their value to the state, we 
may assume that the effectiveness of 
such departments will be demonstrated 
in part at least by the extent of their 
activities. It is to be expected that 
the scope of the work of the department 
would be commensurate with the size of 
the state. 

Roughly, it may be assumed that 
larger states have more work to do than 
the smaller ones, that they would re- 
quire a larger staff, more elaborate 
organization, larger expenditures. The 
twenty-four public welfare departments 
from which we have had returns, ar- 
ranged in the order of their population 
show, in fact, a general correspondence 
between the size of the state, the num- 
ber of its social working staff and the 
salary budget for the staff.* 


*To those who are at all familiar with the 
indefinite fluctuation of terminology and stand- 
ards from state to state it may seem rash to have 
constructed such a table as Table I. We have, 
however, obtained the designations of various 
employes of the departments represented and the 
salaries for each designation. Despite variations 

in terminology it was possible to pick out those 
wo could clearly be classified as social workers 
by excluding all purely institutional administra- 
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PROFESSIONAL SERVI ICE IN PuBLic WELFARE DEPARTMENTS 


TABLE I—Soctat Work Srarr AND SALARIES OF TWENTY-Four States IN ORDER OF 
Srate PopuLation As or 1920 Rounp NuMBERS 


STATE if Noumeper or Soctan | SaLartres or Socia 
Work Starr Work Starr 

Pennsylvania............. 8,774,000 25 94,350 

5,810,000 _ 69,000 

Massachusetts 3,877,000 122 193,620 rif, ; 

2,911,000 4 10,000 

North Carolina............ 2,577,000 14,100 

South Carolina............ 1,692,000 A 8 a 17,200 

West Virginia............. 1,476,000 20,400 

Rhode Island*............ 608,000 

New Hampshire........... 444,000 6,250 

437,000 3 6,600 


* Controls state institutions and has no other inspectiona! or supervisory duties. 


It is evident from Table I that cor- 
respondence between population on the 
one hand and the size of the social 
work staff and payroll is not absolute. 
While a certain degree of fluctuation is 
natural and to be expected, there 
appears to be in some cases too great 
a divergency perhaps. Massachusetts 
far outstrips in number of personnel all 
the states above her in population. 
This is easily understood, in view of the 
fact that Massachusetts is not only in 


tors, purchasing agents, clerical staff, industrial 
employes, physicians and specialists in the medi- 
cal field, sanitary inspectors, nurses having 
purely technical assignments, etc. The group, 
therefore, includes staff members and division 
executives assigned chiefly to child welfare work 
in its various branches, to inspection of institu- 
tions, to county organizers, statistical and re- 
search personnel, etc. 


the van of social legislation and social 
work but also was the first to establish 
a state department of public welfare.‘ 
New York and Ohio followed within 
three or four years, Illinois and Penn- 
sylvania within two years more. Ina 
general way, those states that have the 
largest staffs and the largest expendi- 
tures are the ones that have the greatest 
population and public welfare depart- 
ments of longest standing. 

To what extent a smaller expenditure 
in the lesser states with correspond- 
ingly smaller population represents a 
commensurate amount of work per- 
formed, it is difficult to tell. There is 
probably a minimum below which the 
necessary functions of the public wel- 
fare department cannot be financed, no 


‘See Annals, January, 1923, Vol. 105, p. 94, 
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matter how small the population of the 
state. The functions of such a depart- 
ment are many, and to distribute such 
functions among a small personnel in 
order to remain within a reasonable 
budget presents a problem difficult of 
solution. Other state departments 
such as education, justice, health, etc., 
are doubtless confronted with the same 
problem. 


Necessary Requisires TO ATTRACT 
Workers 

Personnel necessarily changes, and to 
answer with even a reasonable degree 
of assurance such a question as whether 
the size and organization of any partic- 
ular welfare department is adequate for 
the needs of that state, a very intensive 
study of the experience, education and 
personal qualifications of all the work- 
ers would have to be made. We may, 
however, ask ourselves what conditions 
are conducive to obtaining and retain- 
ing a staff of workers of proved quality 
and adequate training. Any field of 
work, whether it be education, politics 
or public welfare, competes for the best 
men and women in the community. 
Allowing for natural inclinations to- 
wards one field or another, the compet- 
ing field has to offer to the competent 
candidate certain attractions. There 
would have to be some honor or public 
recognition attached to the post; a 
professional status for the worker; a 
consciousness of competing with one’s 
equals for something that is worth 
while; at least a probability if not an 
assurance of a “career”; a cultural 
salary, that is, one that would leave a 
sufficient margin, over and above the 
necessities, for a standard of living 
permitting of cultural development; 
security of employment. No public 
welfare department any more than 
another field of work can hope to 
attract and retain men and women of 
calibre unless the positions offered are 
desirable from these viewpoints. 


. 


CADEMY 


In the mind of the public—and of the 
potential worker—employment by the 
Government carries with it a certain 
honor and dignity. In this respect the 
state or other governmental body has 
a considerable advantage over private 
agencies within the same field. It isan 
advantage that they would do well to 
make the most of. It is seriously 
interfered with, however, because the 
public service itself tends to get into 
disrepute since any public office is likely 
to be regarded in the light of a “politi- 
cal plum”; and further because the 
financial basis of any public service is 
determined by legislative appropriation 
and, therefore, has a precarious exist- 
ence from one session of the legislature 
to another, and depends so much upon 
the strategic developments between 
political parties in control. Neverthe- 
less, the honor attached to public office 
on the whole outweighs these political 
difficulties. 

Professional status, a matter of great 
importance for the self-respect of the 
worker and for his development within 
his own field of activity, is a difficult 
thing even to define, let alone to estab- 
lish. One of the most effective means 
by which a state can give professional 
status to the worker is to dignify his 
position by establishing an official 
designation therefor and by including 
it in the Civil Service system of the 
state. Unfortunately only four of the 
twenty-five states reporting have all or any 
part of the social work classified under 
the Civil Service. The recent work of 
the Federal Classification Board has 
missed an opportunity for service by 
failure in its own classification to 
recognize social workers as having a 
professional status. Too often the 
question of professional status and cor- 
responding treatment in the Civil Serv- 
ice is, when considered at all, regarded 
in the light of a concession rather than 
in that of an opportunity for securing 
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out of the field of political patronage 
and are included under Civil Service, 
workers get a sense of competing with 
their equals—an important factor in 
raising and maintaining standards. In 
fact the greatest contribution of classi- 
fied civil service with its accompanying 
systems of competitive examination is 
that service to the state is offered by 
those best fitted to give it. 

The questions of a career, salary, and 
security of employment are more or less 
tied up together. A career involves 
both continuity of service and poten- 
tial increases in salary. Salary stand- 
ards must, therefore, be not only 
satisfactory from the standpoint of 


TABLE I]—Sataries or Executives or Wetrare Departments ComMPARED wits THosE 
or Executives tn State Epucation DEPARTMENTS 


give a sense of having a future in the 
work, a possibility of improving one’s 
standard of living, and a chance for 
bringing up afamily. All these in turn 
assume some security of employment 
which can be attained generally through — 
the protection of civil service laws. 


SaLARY COMPARISONS 


Salaries in public welfare depart- 
ments show on the whole a rather low 
scale for executive officers, a fair rate 
for typical field workers, low maxima 
for social work staff, and a lack of 
salary ranges of the kind that would 
promise advancement. 


SALARY OF SALARY OF E 
| xcess Epvuca- |Excess WeL- 
WELFARE EpvUcATIONAL tion OVER FARE OVER 
Dawe, Deru. WELFARE EpvucaTION 
2,400 3,600 1,200 
3,600 4,500 900 
2,500 5,000 2,500 
Massachusetts................ 6,000 9,000 3,000 
ee 4,000 5,000 1,000 
New Hampshire.............. 2,250 4,500 2,250 
6,000 10,000 4,000 
North Carolina............... 3,600 4,000 400 
Pennsylvania................. 10,000 12,000 2,000 
South Carolina............... 3,500 2,500 cs 
See 4,200 5,000 800 


* Department manages and controls state institutions. 
t Excess over salary of highest paid officer in Public Welfare Department. 
§ Has two executives for different divisions of work. : 
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It is interesting to note that only 
five states pay a higher salary to the 
executive of the welfare department 
than to the superintendent of educa- 
tion, not counting Virginia where the 
difference is nominal; that with one 
exception the welfare departments in 
those states exercise managerial and 
administrative rather than supervisory 
and promotive functions. 


lawyers, teachers, or engineers. The 
person who suggested that several of 
his friends would be perfectly willing to 
serve as President of the United States 
without any remuneration at all and 
that $75,000 or more for the salary of 
the national executive was pure waste, 
may have been an excellent wit but 
hardly a constructive statesman. 

It is futile to attempt to separate 


Tasie [1]—Srarr Satarties in State Wetrare DeparRTMENTS 


Sarary| Trprcar Satary Rance or 
Srate taL Work Srarr REMARKS 
Srarr Frievp Srarr SaLaRizs 
ereeees $2,700 $1,500 None Bd. of Child Welfare, 1923— 
No approp. No staff. 
1,800 1,200 None 
2,380 2,380 None 
2,500 1,500 $1,500 and over Two exec. each in chg. one dpt. 
1,800 1,800 one 
STS 1,300 1,800 None 
6, 15~1,800 1,200-2,000 
7 1,500 1,200-1,800 
1,320 and Bd. | 1,200-1,320 and Bd. 
cane 3 1,800 None 
cawee' 1,800 None Vice-chrmn. of bd. is exec. 
1,300 1,200—1,300 
1,800 1,500-2,400 
2,100 None 
cons 1,500 1,200—1,500 
nd ~ ate 
2,000 1,200-2,100 
idles : Bd. of consti- 
tute Exec. Board at $5,000 
each. 
1,500 1,200-1,500 


* Control only. 


It is of no use asking people to serve 
for love and to live on air. It is very 
well to refer to the unselfish service and 
devotion of our leaders in social service, 
but we must recognize that today social 
service has become a profession with a 
large personnel. There is no justifica- 
tion for regarding social work as any 
more important and fundamental for 
the welfare of the public than are some 
other professions such as medicine, law, 
teaching, engineering; but there is no 
justification for expecting service of 
this type without corresponding re- 
muneration any more than there is for 
expecting the services of physicians, 


interest in salary from interest in work 
to such an extent as to make the re- 
quirements of one independent of those 
of the other. All but a very small 
proportion of adults must work to live 
and cannot plan a career out of an 
avocation. The National Education 
Association has not hesitated to pub- 
lish its firm belief in the importance of 
recognizing the intimate relationship 
between teachers’ salaries and the 
quality of public education. To at- 
tract intelligent, wide-awake and well- 
trained young men and women, to hold 
them to their tasks, to interest them in 
their subjects by removing irrelevant 
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PROFESSIONAL SERVICE IN PusBLic WELFARE DEPARTMENTS 


worries of social status and economic 
independence, to instill stimulating 
rivalry for a better competency—all 
these are acknowledged as aids for mak- 
ing better teachers and therefore raising 
the level of public education. The 
salary committee of the National Edu- 
cation Association takes pains to point 
out the importance of salaries for the 
purpose of professionalizing the art of 
teaching. Its report for 1923,5 an 
elaborate 115-page publication, pre- 
sents a classification of teachers’ sala- 
ries and detailed discussion of the 
factors entering into these classifica- 
tions. State welfare departments 
would do well to take a leaf out of the 
experience of the education depart- 
ments and be guided by the findings of 
our public educators. Recognition of 
merit, the importance of adaptations to 
changes in the cost of living, encourage- 
ment of further training and continu- 
ous study, are as important for the 
social worker as for the teacher, and the 
day may come when the salary budget 
for social workers for public welfare 
may demand the same close scrutiny of 
welfare workers’ salaries by taxpayers 
as is now being given to salaries of 
teachers. 

The outstanding feature of salaries 
in public welfare departments appears 
to be the comparatively low range for 
executives. A recapitulation of Table 
IT is shown below. 


® Teachers’ Salaries and Salary Trends in 1923, 


National Education Association. 


We have as yet an insufficient basis 


for comparing these salaries with cor- _ 
responding salaries in private social — 


work. It is interesting, however, to 
note that of some twenty-one execu- 
tives of financial federations and coun- 
cils of social agencies in American cities 
known to the writer, nine are receiving 
salaries of $10,000 or over, eight sala- 
ries between $6,000 and $10,000, and 
four are receiving salaries between 
$4,000 and $6,000. There are perhaps a 
few executives of this type who receive 
salaries lower than $4,000, but com- 
pared with the directors of state welfare 
departments they would still represent 
a higher salaried group. 

At first glance the typical salaries 
paid to field workers of these depart- 
ments would appear to compare more 
favorably with salaries in private agen- 
cies. Three of these states show typ- 
ical salaries between $1,000 and $1,500, 
ten states, $1,500 to $1,800, and eight 
states, $1,800 to $2,400. 

Records of the American Association 
of Social Workers show the following 
distribution of salaries of 159 super- 
visors in private case work agencies, the 
group most nearly comparable with 
field workers of public departments.® 


12 

$1,500 and under $1,800........ 47 
2,400 “ — 0 21 
3,000 “ 1 


® From placements of its Vocational Bureau for 
1923, and statistics obtained from questionnaires 
in 1921-1922. 


Rate or SALARY 


WELFARE DEPARTMENT 


Executive Epuca- 


TION DEPARTMENT 


Executive Pusuic 
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It must be remembered, however, 
that private agencies take considerable 
responsibility for training of newcomers 


and provide a considerable competitive ~ 


field for the promotion of workers as 
they improve in training and experi- 
ence. Promotion in public service ap- 
pears to be quite limited. Of the 
twenty-five states for which returns 
have been obtained, nine provide no 
range whatever, either actual, or in 
provisions of the law or of civil service 
regulation. Seven states show a range 
of not more than $300 from minimum 
to maximum. In the remaining cases 
there is a range of as much as $800 
which in some is more apparent than 
real, inasmuch as it represents in sev- 
eral instances not a regular advance- 
ment from minimum to maximum, but 
simply a statement of fact, namely that 
higher as well as lower salaries are paid 
in the same state to different individ- 
uals carrying on, on the whole, similar 
work. An examination of maximum 
salaries paid by the state public welfare 
departments considered must also be 
interpreted with care. 


Satary or Socra, Work Srarr 
Orner Tuan Executive Pustic 
WELFARE DEPARTMENTS 


1 
* $1,500 and under $1,800......... 4 


$000 


The higher maxima represent in many 
instances specialists such as psychia- 
trists, criminologists, and administra- 
tive department heads in large organ- 
izations, rather than maximum salaries 
of the rank and file. 


7 
5 

3 
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With the meagre information at this 
time it is impossible to make many use. 
ful generalizations. While the salaries 
provided for executives of public wel. 
fare departments do not appear to 
enable them to compete for the bes 
workers in the open market, local cop. 
siderations, state loyalty, and family 
and personal reasons, may combine to 
overcome the handicap. It does, how. 
ever, impose a kind of penalty upon 
those who are willing to forego higher 
salaries in order to continue their local 
service. The fact that the rank and 
file of workers in the state do not at 
this time receive salaries lower than 
those of corresponding social workers in 
private agencies may be a false con- 
solation in view of the lack of a system 
of advancement, a lack of civil service 


protection and a lack of formal recog- | 


nition of the professional status of the 
worker. 

Public welfare departments are 
bound to expand in functions, personnel 
and expenditure. Their work will be 
judged not in terms of dollars and 
cents, but by the judgment earned by 


the men and women who represent ) 


these departments. They will be at- 
tracted by conditions of employment 
which assure public recognition, pro- 
fessional status, a reasonable career, an 
acceptable standard of living, chances 
of promotion—and perhaps some day, 
honorable pension. A well-developed 
public welfare department providing 
social service of the higher standard will 
some day constitute a matter of state 
pride even as do now the possession of 
paved roads, forest preserves, good 
schools and universities, progressive 
industries and a comfortable and en- 
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I N the spring of 1923 the policemen, 
firemen and park guards of Phila- 
delphia opened a campaign for higher 
salaries. Requests immediately came 
to the Bureau of Municipal Research 
for information on rates of pay of simi- 
lar groups of employes in other cities. 
In order to obtain and furnish this in- 
formation, the Bureau addressed a 
questionnaire, in May, 1923, to police 
and fire officials in the 21 largest cities 
in the United States. Returns were 
received from both sets of officials in 
the following 17 cities: New York, 
Chicago, Philadelphia, Detroit, Cleve- 
land, St. Louis, Boston, Baltimore, 
Los Angeles, Buffalo, San Francisco, 
Milwaukee, Washington, Newark, 
Minneapolis, Kansas City, Mo., and 
Seattle. Besides these, returns were 
received from the police officials in 
Pittsburgh and from the fire officials in 
Indianapolis. 

The questionnaire, it should be 
stated, was not confined to rates of pay, 
but called for information on other 
closely related conditions of employ- 
ment. With reference to each rank of 
service the following questions were 
asked: 


1. Rate of pay (per day, month or year). 

2. If paid by day, normally for how 

many days per year? 

. Hours per day on duty. 

. Hours per week on duty. 

. Annual amount of clothing allowance. 

. If uniforms are furnished, estimated 

value per year. 

7. What, if any, provisions for reim- 
bursement for clothes ruined in 
course of duty? 

8. Under a pension system? 

9. If so, amount of annual dues. 
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10. Is there a relief fund for death bene- 
fits, sickness, etc.? 
11. If so, amount of dues. on 
12. Number of days’ sick leave with pay __ 
per year. 
13. Number of days’ vacation with pay __ 
per year. 
14. Number of days off with pay per 
year besides annual vacation. “— 


A questionnaire similar to this, 
though differing in some details, was 
sent in December, 1923, to the officials | 
of six of the more important state police _ 
forces: those of Massachusetts, Michi- _ 
gan, New Jersey, New York, Pennsyl- | 
vania and West Virginia. Returns ~ 
were received from all states except 
West Virginia. 

From the information thus obtained _ 
by the Bureau, let us see how the | 
groups of workers with which we are — 
here concerned fare in the cities and — 
states included in our comparison. Be- 
cause of the brief space available for _ 
this article, the presentation of facts _ 
must be confined to the more important | 
conditions of employment. These 
would appear to be (1) rates of pay, (2) 
allowances for uniforms, (3) reimburse- 
ment for clothing ruined in the course _ 
of duty, (4) length of sick leave with 
pay, (5) length of annual vacation with 
pay and (6) pensions. Consideration _ 
will be given first to firemen, then to _ 
municipal policemen, and finally to 
state policemen. 
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Comparisons in the fire service may 
be made by classes, or grades, of which 
there are seven: hosemen and laddermen, 


who constitute the rank and file of the | 
fire-fighting force; steam or auto engi- 
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neers, who operate the fire engines; 
lieutenants, who are in charge of fire 
stations in the absence of the captains; 
captains, who are first in command of 
fire stations; battalion chiefs, who have 
authority over districts containing a 
number of fire stations; the assistant 
chief engineer, who, in the absence of 
the chief engineer, has authority over 
the entire force; and the chief engineer, 
who is first in command of the entire 
force. The titles used here are those 
now used in Philadelphia. 


Rates of Pay 


Table I shows the compensation of 
the classes of fire fighters enumerated 
above.' It will be observed that hose- 
men and laddermen, who constitute by 
far the largest class in the fire service, 
receive annual salaries ranging all the 
way from $1,400, which is the entrance 
rate in Boston, to $2,280, which is the 
maximum rate in New York.’ If we 
take as the rate of pay in those cities 
that have scales of pay for hosemen and 
laddermen the average of the scales, it 
appears that San Francisco and Minne- 
apolis, with their flat rates of $2,040 a 
year, share honors as the highest-pay- 
ing cities, and Baltimore, with its flat 


1 Since this article was written, the Bureau of 
Municipal Research of Philadelphia has asked 
the fire officials who responded to the first 
questionnaire for their 1924 salary schedules. 
Replies were received from all of these officials. 
It appears that the rates of pay shown in Table I 
were still effective in March 1924 except as 
follows: In New York hosemen and laddermen 
were receiving a maximum annual rate of $2,500, 
and steam or auto engineers were receiving 
$2,720; in Baltimore, battalion chiefs were re- 
ceiving $2,500, the deputy chief engineer $3,500, 
and the chief engineer $4,500; in Los Angeles 
steam or auto engineers were receiving $2,280, 
battalion chiefs $3,300, the deputy chief engineer 
$3,900, and the chief engineer $6,000; and in 
Washington lieutenants were receiving $2,000, 
captains $2,140, and battalion chiefs $2,640. 

? It should be borne in mind that these and all 
other salary rates in cities given in this article 
are for the year 1923. 
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rate of $1,500 a year, 7 as the 
lowest. The average annual rate of 
hosemen and laddermen for all cities jg 
$1,822.76. It is also worthy of note 
that not only hosemen and laddermen, 
but all other classes of fire fighters re. 
ceive less in Baltimore than in any 
other city. 

Quite as interesting as the amount of 
compensation of various classes of fire 
fighters, is the relationship in pay be- 
tween the classes. This is shown ip 
Table II. The salaries of hosemen and 
laddermen are taken as the bases, and 
the salaries of the other classes are ex- 
pressed in percentages of the basic 
salaries. In New York, for example, 
where the gap between top and bottom 
is greatest, the chief engineer receives a 
salary which is 493.83 per cent of the 
average rate of pay of hosemen and 
laddermen. In Minneapolis, where 
the gap is smallest, the chief engineer 
receives only 221.76 per cent of the 
lowest salary in the service. The aver- 
age rate of chief engineers in all the 
cities is 292.55 per cent of the corre- 
sponding average rate of hosemen and 


laddermen. 


Clothing Allowances 


Apparently only one of the 18 cities 
makes a cash allowance to firemen for 
uniforms. In Philadelphia hosemen 
and laddermen, steam or auto engi- 
neers, lieutenants, and captains receive 
$50 a year for uniforms; battalion 
chiefs receive $75 a year; and the 
deputy chief engineer and chief engi- 
neer receive $100 a year. Firemen in 
Boston have their uniforms furnished 
by the city. 


Reimbursement for Ruined Clothing 


Only two of the 17 cities reporting 
reimburse firemen for clothing ruined in 
the course of duty. These are Phila- 
delphia and Boston. 
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Sick Leave with Pay 

Sick leave with pay is permitted in 
all the 18 cities, but the length of such 
leave varies considerably. Two of 
these cities, New York and Indianapo- 
lis, report unlimited leave with full pay; 
five, including Chicago, Detroit, Los 
Angeles, San Francisco and Newark, 
report full pay for one year; Minne- 
apolis reports full pay for 90 days; 
Washington reports full pay for 30 
days and unlimited leave with full pay 
if the injury or illness is contracted in 
the course of duty; and in Philadelphia, 
Cleveland, and Kansas City, Mo., the 
length of sick leave with pay is left to 
the discretion of the department sur- 


geon. 


Vacations with Pay 

There is somewhat less variation in 
the length of vacations with pay. Of 
the following 13 cities, some allow hose- 
men and laddermen two weeks; the 
others allow 15 days: Chicago, Phila- 
delphia, Cleveland, Boston, Baltimore, 
Los Angeles, Buffalo, San Francisco, 
Milwaukee, Minneapolis, Kansas City, 
Mo., Seattle and Indianapolis. The 
cities most generous to hosemen and 
laddermen are Detroit and Washing- 
ton, where 20 days are allowed. New 
York allows 16 days; St. Louis, 11 days; 
and Newark from 8 to 14 days. In the 
following 13 cities all the higher ranks 
appear to receive the same length of 
vacation with pay as hosemen and 
laddermen: Detroit, Cleveland, St. 
Louis, Boston, Los Angeles, Buffalo, 
San Francisco, Milwaukee, Washing- 
ton, Minneapolis, Kansas City, Mo., 
Seattle and Indianapolis. New York 
grants 16 days to steam or auto engi- 
neers just as it does to hosemen and 
laddermen, but allows three weeks to 
lieutenants and captains, and 30 days 
to battalion chiefs and the deputy chief 
engineer. Chicago, which allows 15 


days to all fire fighters from captains 
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down, gives 20 days to battalion chiefs, — 
the first assistant fire marshal, and the | 

fire marshal. Philadelphia allows two 
weeks to all ranks from captains down, __ 
but like Chicago lengthens the period 
for the higher ranks, battalion chiefs 


deputy chief engineer and chief engi- 


neer one month. Baltimore allows a! 


steam or auto engineers two weeks, the Sept 


being given three weeks, and ae 


same as hosemen and laddermen, but 
grants 16 days to lieutenants and cap- 
tains, 18 days to battalion chiefs, 21 
days to the deputy chief engineer, and 
$1 days to the chief engineer. New- 
ark, where the length of vacation with 
pay for hosemen and laddermen varies 
from 8 to 14 days, allows 18 days to 
captains, three weeks to battalion 
chiefs, 26 days to the deputy chief 
engineer, and 30 days to the chief 


engineer. ‘ 


In all the 18 cities, firemen have the — 
protection of some kind of pension sys- 
tem. The prevailing one seems to be — 


Pensions 


mation on this point. 
to be almost no uniformity in the 
amount of dues firemen are required to 
pay into the pensionfund. InChicago 
and Milwaukee the dues are 2} per 


fire service; in Philadelphia, one day’s 
pay for all classes; in Cleveland, they 
are 50 cents a month for hosemen and © 
laddermen, 70 cents for steam or auto 
engineers, 65 cents for lieutenants, 70 
cents for captains, 95 cents for bat- __ 
talion chiefs, $1.05 for the deputy chief _ 
engineer, and $1.25 for the chief engi- F 
neer; in St. Louis the dues are $24 a © a 
year for all classes; in Buffalo, 4 ae 
cent of the salary for all classes; in 
Washington, 1} per cent of the oll a 
in Newark, 2 per cent of the salary; 
Minneapolis, $18 a year; in Kansas 
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City, Mo., $16 a year; in Seattle, 1 per 
cent of the salary; and in Indianapolis, 
$15 a year. No contributions are re- 
quired in five cities: New York, De- 
troit, Boston, Los Angeles and San 
Francisco. 
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~ Municipal police forces, like the fire- 
fighting services of our larger cities, 
consist of a small number of fairly well- 
defined classes. These classes are as 
follows: patrolmen, who, as their title 
indicates, patrol beats; sergeants, who 
either have immediate charge of pa- 
trolmen on beats or receive reports 
from the beats at the station house, and 
who sometimes are divided into two 
groups, street sergeants and house ser- 
geants; lieutenants, who, in the absence 
of captains, have charge of police pre- 
cincts; captains, who usually are in 
command of police precincts or larger 
districts; the assistant superintendent of 
police, who in the absence of the super- 
intendent of police is in charge of the 
entire police force; and the superin- 
tendent of police, who is first in com- 
mand of the entire force. Not all 
municipal police forces conform to this 
arrangement, but for the purpose in 
hand no lengthy statement of the 
variations seems necessary. It should 
be noted, however, that in some cities 
captains have been replaced by officers 
known as “inspectors,” whose func- 
tions are not exactly the same as those 
of typical police captains; and that the 
officer in first command of the police 
force is known variously as chief of 
police, superintendent, and _ chief 
inspector. Police surgeons and de- 
tectives are not included ine this dis- 
Rates of Pay 

The rates of pay of the different 
classes of police workers are shown in 
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Table III.* If the various cities wer 
ranked according to the salaries they 
pay to patrolmen, the largest class. 
numerically, Detroit would occupy 
first place with its flat rate of $2,160 4 

_ year and Baltimore last place with its 

flat rate of $1,560. St. Louis has the 
lowest entrance rate for patrolmen, 
$1,380 a year, and New York has the 
highest maximum rate, $2,280 a year, 
The average annual rate of patrolmen 
for all cities is $1,845.61, which is 
$22.85 more than the corresponding 
rate of hosemen and laddermen. 

In Table IV are shown the relation- 
ships in pay between the various classes 
of police workers. It will be observed 
that the average salary of superin- 
tendents of police is slightly less than 
three times the average salary of pa- 
trolmen, that the greatest gap between 
the lowest salary and the highest is in 
Chicago, where the superintendent 
receives five times as much as patrol- 
men, and that the smallest gap is in 
Minneapolis, where the superintendent 
receives only 217.65 per cent of the pa- 
trolmen’s rate. 

Clothing Allowances 
Policemen, like firemen, appear usu- 
ally to bear the whole cost of uniforms 
themselves. Only one city, Phila- 
delphia, makes a cash allowance for 
clothing. The amount of this allow- 
ance is $50 a year for all the uniformed 
members of the force, regardless of 


* Since this article was written, the Bureau of 
Municipal Research of Philadelphia has asked 
the police officials who responded to the first 
questionnaire for their 1924 salary schedules. 
Replies were received from all of these officials 
except those of Newark. It appears that the 
rates of pay shown in Table III were still effec- 
tive in March 1924 in the cities reporting except 
as follows: In New York patrolmen were re- 
ceiving a maximum annual rate of $2,500; in 
Buffalo the superintendent was advanced to 
$5,500, and in Minneapolis to $4,560; in Seattle 
captains were receiving a minimum rate of 


$2,580 and a maximum rate of $2,700. 


: 4 
¥ 
wat 


Fe 


gs 


a 
: 
> 
Nn 
=) 
= 
< 
> 
Z 
Z 
~ 
= 
° 
< 
2 
vA 
vA 
a 
° 
mn 
= 


‘ALID SVSNVY 


‘NOLONTHSV 


OVA TIL 


OOSIONVUY 


» 


N 


o1vaang 


HOUNESLLUG 


NoLsog 


“18 


GNVISARTO 


1,825 | 2,160 | 2,004 


,000 


MAIN 


Patrolmen.........- 


Assistant superintendent 


Superintendent.......... 


* Average of actual rates. 


+ Average of scale. 


Tae Hire or FrrEMEN AND PoLICEMEN 
| 4 
| 


ma 


WILLVag 


“OW ‘ALID SVENVY 


‘O ‘NOLONIBSV 4 


NVG 


olvaang 


19ONY 80'] 


aUORKLLIVG 


NOLSOG 


“4g 


ANVISARIO 


VIHd 118g 


8888388 


MAN 


govuagay 


& 
~ 
1S) 
= 
< 
a 
Zz 
/ 4 
= 
Z 
= 
- 
— 
=a 
= 


Assistant superintendent. 
Superintendent.............. 


Patrolmen........ 
House sergeants... 


OF THE AMERICAN ACADEMY 
‘Tae Annas 


rank. Boston reports that uniforms 
and repairs, valued at $38 a year, are 
furnished by the city. In St. Louis, 
uniforms, caps and leggings, also 
valued at $38 a year, are furnished to 
“motorcycle, mounted and traffic offi- 
cers.” Cleveland conducts a tailoring 
shop in which policemen can have their 
uniforms made without charge for the 
work, but they must pay for the 
material. 


Reimbursement for Ruined Clothing 


Unlike firemen, who are reimbursed 
for clothing ruined in the course of duty 
in only two of the 18 cities, policemen 
receive either full or partial reimburse- 
ment, or have their clothing replaced, 
in 12 of these cities. New York, 
Philadelphia, Detroit, Boston, Balti- 
more, Pittsburgh and Buffalo, report 
full reimbursement; Chicago reports 
that reimbursement is made by “coun- 
cil order”’; in Cleveland reimbursement 
is made “in special cases only’’; in St. 
Louis, “cases are decided on merit”’; 
Washington deducts 20 per cent from 
all rewards to form a clothing and hel- 
met fund out of which policemen are 
reimbursed; and Kansas City, Mo., re- 
ports “replacement.” ‘Three cities, 
Los Angeles, San Francisco and Seattle, 
make no reimbursement of any kind. 
No reports on this point were received 
from Milwaukee, Newark and Minne- 


apolis. 
Sick Leave with Pay 


With one exception, Pittsburgh, all 
the 18 cities allow sick leave with pay. 
In five cities—Detroit, St. Louis, Balti- 
more, Los Angeles and Newark—no 
definite limit is set upon the length of 
time pay will be continued during ab- 
sence from duty on account of sickness; 
in six cities—Chicago, Philadelphia, 
San Francisco, Milwaukee, Washing- 
ton and Seattle—the length of sick 
leave with pay is left to the discretion 
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of the surgeon or the superintendent; 
New York reports that sick leave — Pass 
pay is granted only if the sickness is the | or, ae 
result of acts performed in the course of . 
duty; in Cleveland, full pay is allowed — 

when the injury or illness is “not due to 

own negligence” ; in Boston, sick leave 

with pay is limited to 30 days a year; BS 
Buffalo allows full pay for six months 

for ordinary illness, and one year if ill- : 
ness is due to injury received in the | i 
course of duty; and Kansas City, Mo., 2, 
reports “any reasonable number” of | 
days. 
Vacation with Pay 


All the 18 cities, except St. Louisand 
Kansas City, Mo., grant policemen an ee 
annual vacation with pay. Kansas 
City and St. Louis allow two days off — 
duty a month, but apparently do not | 
permit longer leaves. Of the following 
11 cities, some allow patrolmen two 
weeks, the others 15 days: Chicago, _ 

Philadelphia, Boston, Pittsburgh, Los | 
Angeles, Buffalo, San Francisco, Mil- 
waukee, Newark, Minneapolis and Se- 
attle. Baltimore, the most liberal of | 
the 18 cities, grants 30 days; Detroit — on 
and Washington allow 20 days; New 
York allows 18 days; and Cleveland a 

days. In all cities except New vo 


and Newark, policemen above the rank 


of patrolmen are granted the same i » 
number of days as patrolmen. In New cae 
York, where patrolmen are limited to 4 ene 
18 days, street sergeants are allowed 
days, lieutenants 22 days, captains 24 - 
days, the deputy chief inspector 28 ie ey 
days, and the chief inspector 30 days; i 
and in Newark, where patrolmen are es 
allowed two weeks, sergeants are bs 
granted 16 days, lieutenants 18 days, a 
captains three weeks, the deputy chief 
26 days, and the chief of police one 
month. 


Pensions 
All the 18 cities except St. Louis and _ 


Kansas City, Mo., have pension sys- 


“a 


tems for their policemen. Of the 16 
cities that have pension systems, only 
one, Los Angeles, has the non-contribu- 
tory plan; in the other 15 cities police- 
men pay pension dues varying in 
amounts. In New York the dues for 
all classes are 2 per cent of the salary; in 
Chicago 43 per cent on salaries of 
$2,600 a year or less, police officers re- 
ceiving more than $2,600 paying only 
the same amount as those receiving 
exactly $2,600; in Philadelphia the dues 
are one day’s pay per month for all 
classes; in Detroit and Minneapolis, 
one per cent of the salary; in Cleveland, 
50 cents a month for patrolmen, 55 
cents for sergeants, 60 cents for lieu- 
tenants, 85 cents for captains, $1 for 
the assistant superintendent, and $1.25 
for the superintendent; in Boston and 
Buffalo, 4 per cent of the salary; in 
Baltimore, 2 per cent; in San Francisco, 
$2 a month; in Milwaukee the dues are 
4} per cent of the salary until the po- 
liceman reaches the age of 57, and 
thereafter 3} per cent; in Washington 
and Seattle the dues are 1} per cent of 
the salary; and in Newark, 2 per cent. 
Pittsburgh’s plan is reported as “semi- 
fraternal,”” but the amount of the dues 
was not reported. 
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Both in titles and organization the 
typical state police service bears a close 
resemblance to the typical municipal 
police service. The troopers, who form 
the lowest rank of the state police, 
correspond to the patrolmen of our 
cities; the corporals and sergeants, who 
supervise the troopers in the field, cor- 
respond to street sergeants; the first 
sergeants, who have charge of the ad- 
ministrative work in troop stations of 
the state police force, correspond rough- 
ly to house sergeants and lieutenants in 
cities; the lieutenants of the state police, 
who in the absence of their captains 
have command of a large district, cor- 
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respond roughly to lieutenants in city 
police forces; captains, who are first jn 
command of a large district, correspond 
to police captains in cities; the deputy 
superintendent and superintendent cor. 
respond to the officials bearing the 
same titles in municipal police services, 


Rates of Pay 


In Table V are shown the salaries 
paid to the various classes of state po- 
licemen in the five states from which 
returns were received. ‘Troopers, it 
will be noted, receive an average rate of 
$1,156a year. This average, however, 
includes the low rates paid recruits 
in Massachusetts. Pennsylvania, with 
its rates of $1,200 and $1,560 a year, 
appears to pay troopers more liberally 
than any other of the five states, while 
New York, with its scale of $900 to 
$1,170 a year, and Massachusetts, with 
its scale of $600 to $1,200, come very 
near being tied for the distinction of 
being the lowest-paying states. 

The relationships in pay between 
different classes in the state police serv- 
ice are also shown in Table V. In 
New York, the superintendent receives 
almost eight times the salary paid to 
troopers, and in New Jersey he receives 
slightly less than four times as much 
as troopers. The average rate of pay 
of superintendents appears to be a 
little more than five times that of 
troopers. 


Clothing Allowances and Reimburse- 
ments 


All the five states furnish uniforms to 
the members of the state police force or 
make cash allowances for clothing. 
Massachusetts reports annual cloth- 
ing allowances as follows: troopers, 
$187.35; corporals, $189; sergeants and 
first sergeants, $189.75; and lieutenants 
and captains, $200. In Michigan, 
New Jersey, New “York = and 
Pennsylvania, uniforms are furnished. 
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Clothing ruined in the course of duty is 
replaced at state expense in all the 
states. 


Meals, Quarters and Medical Service 

Besides being supplied with uniforms 
at state expense, the members of the 
five state police forces here considered 
usually receive meals, quarters and 
medical service for injuries. Meals are 
supplied without cost to the men in 
Massachusetts, Michigan, New Jersey 
and New York. In Pennsylvania the 
men themselves conduct mess and 
share the cost equally. This has been 
from $20 to $25 per man per month. 
Quarters are furnished in all five states. 
With the exception of Massachusetts, 
where only first aid is given at state ex- 
pense, all the states furnish medical 
service for injuries sustained in the 
course of duty. 


Sick Leave with Pay 


Sick leave with pay is allowed in all 
five states. In Michigan, however, 
sick leave is deducted from the annual 
vacation. Massachusetts, New Jer- 
sey and New York set no definite limit 
on the number of days of sick leave 
with pay, but Pennsylvania has a 30- 
day limit for all ranks of the force. 


Vacations with Pay 


Four of the five states grant practi- 
cally the same vacations with pay. 
Massachusetts allows 14 days to all 
ranks; New Jersey one week to men in 
their first year of service, and two 
weeks to all who have served a full 
year; Pennsylvania, 15 days; and New 
York, two weeks. Michigan, with its 
vacation allowance of 24 days, is in a 
class by itself. 


Pensions 
State policemen have pension pro- 


tection in three of the five states: 
Massachusetts, Pennsylvania and New 
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York. The dues in Massachusetts are 
$5 per month; in Pennsylvania, where 
the pension system is voluntary and 
without state aid, the dues are 1 per 
cent of the salary; and in New York the 
average dues are 4} per cent of the 
salary, the state contributing an equal 
amount. 


By Way or SUMMARY 


It is not the purpose of this discus- 
sion to draw conclusions concerning the 
adequacy of compensation and fairness 
of employment conditions of firemen 
and policemen. The attempt has been 
simply to measure the pay and describe 
some of the employment conditions. 
What, then, can be done to summarize 
the mass of descriptive material that 
has been presented? The writer 
shrinks from the difficult and perhaps 
impossible task of formulating work- 
able averages and_ generalizations. 
Probably we can do nothing better 
than to point out the bolder lines on the 
composite pictures obtained by throw- 
ing all our similar sets of facts on the 
screen at the same time. These lines, 
we may say, will portray three typical 
careers in the public service—that of 
the fireman, that of the municipal po- 
liceman, and that of the state police- 
man. 

Let us look first at the typical fire- 
man’s career. Jones, let us assume, is 
a hoseman and ladderman working 
under typical conditions. As such, he 
probably receives a salary of slightly 
more than $1,800 a year; if he should be 
promoted to the position of steam or 
auto engineer, his salary would be in- 
creased to about $2,075 a year; he may 
hope, too, that some day he will be a 
lieutenant, drawing a salary of about 
$2,150 a year; then a captain at $2,350; 
then a battalion chief at $2,900; then 
the deputy chief engineer at $3,750; 
and finally the chief engineer at $5,350. 
He wears a uniform for which he has 
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paid out of his salary; if his clothing 
should be ruined in the course of duty, 
he bears the cost of replacement him- 
self; his pay, however, is continued 
during temporary periods of sickness; 
he is allowed two weeks of vacation 
each year; and when old age overtakes 
him, or permanent disability forces him 
to withdraw from duty, he will receive 
a pension out of a fund to which he 
has contributed during his years of 
service 

But let us suppose that Jones had 
elected instead to become a municipal 
policeman under typical working con- 
ditions. As patrolman, he would re- 
ceive an annual salary of about $1,845; 
he would have before him the prospect 
of becoming, first, a sergeant at $2,190 
a year, then a lieutenant at $2,460, then 
a captain at $2,950, then assistant su- 
perintendent at $4,150, and finally 
superintendent at $5,535. He would 
still pay for his uniform himself, but 
would have the city bear the cost of re- 
placing clothing ruined in the course of 
duty; his pay would be continued dur- 
ing temporary periods of sickness, just 
as in the fire service; he would receive 
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the same two weeks’ period of vacation, 
and would have the same protection 
under a pension system which he would 
be helping to maintain by his contri- 
butions while in active service. 

Finally, let us see what might be in 
store for Jones had he become a state 
policeman under typical working con- 
ditions. As trooper, his pay would be 
about $1,150 a year; he would be look- 
ing forward to the day when he might 
be a corporal at $1,360 a year, a ser- 
geant at $1,500, a first sergeant at 
$1,570, a lieutenant at $2,010, a captain 
at $2,530, deputy superintendent at 
$3,875, and superintendent at $6,000. 
His uniform would be furnished him by 
the state, and clothing ruined in the 
course of duty would be replaced at 
state expense; he would receive free 
quarters, free food, and free medical 
service for injuries sustained in the 
course of duty; his pay would continue 
during temporary periods of sickness; 
he would be allowed a vacation of two 
weeks annually; and, when his years of 
usefulness were over, he would receive a 
pension from a fund to which he had 
been a contributor. 


Development and Administration of Classification and 


Compensation Plans in New Jersey 


By Cares P. Messick 
Chief Examiner and Secretary, New Jersey State Civil Service Commission Pa 


N other articles in this number of 
The Annals the need for and the 
purpose of classification and compen- 
sation plans in the public service, the 
extent to which such plans have been 
developed, and the methods used in 
working them out and administering 
them, have been set forth in some de- 
tail. In this article it is my task to 
show briefly how the general principles 
explained in the foregoing articles have 
been concretely applied in New Jersey. 


The New Jersey State Civil Service 


Commission has jurisdiction over the © 


personnel in the state government, 
with the exception of officers elected 
by the people, appointees by the Gover- 
nor, with or without the consent of the 
Senate, the state military forces, public 
school teachers and a limited number 
of other appointed officers. The 
number of such officers and employes 
not subject to the Civil Service Law 
is comparatively few and constitute 
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om probably ten per cent of the total em- 
ployment in the state government. 
Man addition to the control of the classi- 
7m - fied civil service of the state, the law 
. provides that any city, county, school 
district, or other political subdivision, 
may, by referendum vote, adopt the 
merit system. Upon such adoption 
a _ the State Civil Service Commission 
becomes automatically the employ- 
wv 5 ment agency for the local jurisdiction, 
the same functions and au- 
_ thority as it exerc ises with respect to 
; Since 1908, the year 
in which the State Civil Service Law 
passed, six of the most populous 
counties, eight municipalities, including 
all the larger cities, and the city of 
oi Newark school district, have exercised 


adopted the merit system by decided 
majorities. It is estimated that there 
are approximately 27,000 public offi- 
cials and employes in the state and the 
several local governments which would 
fall within the classified civil service. 
Of this number the State Civil Service 
Commission has jurisdiction over ap- 
proximately 21,000, distributed as 


follows: 
Ty Number of Employes 
Jurisdiction in the Classified 
Service 
Bergen County ‘ 
Essex County....... 


Hudson County ..... 
. Mercer County...... 
Passaic County...... 
Union County....... 
City of Camden ..... 
City of East Orange. . 
City of Elizabeth .... 
City of Jersey City . . 
City of Newark ..... 
City of Paterson... .. 
Village of South Orange 
City of Trenton ..... 


In ten of these jurisdictions, involy- 
ing 14,000 employes, classification and 
compensation plans have been devel- 
oped and adopted and are now a rec- 
ognized part of the administrative 
machinery. In the six remaining 
jurisdictions, while the classification 
and compensation plans cannot be con- 
sidered as complete, since there has 
been no formal adoption of compensa- 
tion schedules with definite regulations 
controlling salary advancement, the 
classification plan in use is adequate 
for administrative purposes, and salary 
advancement and adjustment is defi- 
nitely controlled by regular and recog- 
nized procedure. 


CxuicaGco ComMMISsION CLOSELY 
FoLLOwED 


The classification plan developed by 
the Chicago Commission about 1910 
attracted the attention of Civil Service 
Commissions in the East, including the 
New Jersey Commission, and in 1914 
the legislature authorized the Commis- 
sion to proceed with a classification, in 
the light of the knowledge then devel- 
oped, in this jurisdiction. The Com- 
mission began the work with its own 
staff, which was limited at the time, 
but it was easily recognized that the 
only practical way in which the pro- 
posed classification could be carried to 
a successful issue was to employ expert 
service. The work was delayed 
through lack of funds until 1917, when 
the incoming Governor demanded that 
the classification work be completed, as 
a necessary part of a business adminis- 
tration to which he was obligated. 
Funds were provided and the classifica- 
tion survey of the state service was 
begun in April of that year. As the 
work progressed, the Commission 
recognized that the outside organi- 
zation would be able to do the prelim- 
inary work only, and however success- 
ful the working out of the classification 
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and compensation plan was, there 
could be no lasting results produced 
unless the Commission’s own staff was 
able to handle the plan after adoption. 
From the very beginning, therefore, the 
Commission kept in intimate touch 
with the work and its technical staff 
became, to all intents and purposes, a 
part of the organization making the 
survey and developing the classification 
and compensation plan. 

Mr. Telford, in his article' on the 
classification and salary standardiza- 
tion movement, has well said that the 
essential principles that the Chicago 
Commission laid down in 1909 have 
been found adequate for any classifica- 
tion survey made to date. The New 
Jersey Commission followed in their 
order the nine essential principles which 
he has listed, although, so far as I know, 
they had not been clearly and defi- 
nitely formulated at the time the New 
Jersey survey was made. It would 
seem unnecessary to discuss in detail 
the several steps involved in the devel- 
opment of the classification and com- 
pensation plan since this ground has 
been covered elsewhere. The signifi- 
cant thing, however, about the classifi- 
cation here was the studied effort on 
the part of the Civil Service Commis- 
sion to acquaint department heads with 
the main purposes involved, and to 
give not only the department heads but 
representatives of employes every op- 
portunity to follow the progress of 
the movement. Every individual em- 
ploye was required to fill out his own 
questionnaire and was encouraged to 
give all of the essential facts respecting 
the duties of his position. This ques- 
tionnaire in turn came to the bureau or 
division chief, who was at liberty to 
amend it in accordance with his own 
best judgment; in addition, the bureau 
or division head was required to indi- 
cate the qualifications needed for the 
See p. 207.—Eprror. 
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individual position. The question- 
naire was then delivered to the depart- _ 
ment head who further amended or ~ 
modified it as to him seemed advisable. __ 
The questionnaires were then collected _ 
and the work of classifying actually 
began. The staff members and inves- __ 
tigators visited department heads, _ 
division and bureau chiefs, checking 
up the statements made in the ques- 
tionnaire with conditions as they actu- | 
ally existed and obtained much addi- 
tional information and data. oo 


OpposiTION AND PREJUDICES 


Employes, since the service at that , 
time was not numerous, involving _ 
about three thousand positions, were 


given an opportunity to confer individ- _ 
ually or by groups with the director 
of the survey, the Civil Service Com- | 
mission or members of the staff. As is Vs 
always the case in every work of this 
kind, there were numerous prejudices 
to overcome and much explanation 
required. The employe who had been 
known as a cashier, for instance, for _ 
twenty years past, but whose duties 
were those of an ordinary clerk, was | 
seriously concerned about the change 
in his title. The second assistant chief _ *: 
engineer felt keenly the loss of his pres- a 
tige when it was proposed to title his 
position as transitman or assistant 
engineer. The bureau or division | 
chief or even the department head was _ a 
either opposed or at best but half won 
over to the idea of any change in his 
existing organization. He was, of | 
course, ready and sometimes anxious 
to agree that some other department 
needed a radical overhauling. As a — 
rule, he would, with equal readiness, __ 
agree that no good thing could be ac- 
complished by undertaking such a # 
procedure in his own department. = 
Those who have had experience in work “is 

of this kind know that the problems in- _ 
volved are legion; these are but typical. — 
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DEVELOPMENT OF COMPENSATION 
PLAN AND SALARY ADJUSTMENTS 


The most difficult thing connected 
with the classification work was the 
development of a compensation plan, 
and this development was concurrent 
with the classification itself, which 
would be adequate, fair and reasonably 
acceptable. Prevailing rates of pay, 
both in the public service and in in- 

_ dustry, as well as living costs, had to be 
considered. The standards of pay, not 
only in the state government, but also 
_ in the various counties and municipali- 
ties, were readily available. This was 
supplemented by diligent inquiry by 
means of questionnaires to numerous 
- and typical organizations within the 
state and in adjacent municipalities. 
The question of reasonable living 
standards, together with the salary and 
wage data collected, entered into the 
determination of final wage schedules. 
“4 New Jersey is partly metropolitan, 
_ partly rural and partly between these 
two extremes. The wage data col- 
_ lected showed a striking difference 
between the rates of pay in the north, 
in the central and in the southern part 
of the state. Living costs indicated 
the same differences. It was proposed 
that there be established a metropolitan 
district in which compensation sched- 
ules should rate ten to twenty per cent 
higher than in the other areas of the 
state. This plan was seriously con- 
sidered, but finally rejected since the 
great proportion of the state’s employes 
were located or at least worked out of 
_ the central offices in Trenton, and 
since it was further concluded that such 
distinction in compensation schedules 
ri would be a continual source of contro- 
 -versy and complaint. 
% When the services and classes had 
been set up, salary schedules estab- 
_ lished and tentative allocations made, 
final conferences with department 
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heads and division and bureau chiefs, 
as well as with the representatives of 
various groups of employes, were held. 
When every reasonable objection and 
protest had been made, the final ad- 
justments in accordance with the de- 
cisions of the technical staff were made 
up and the whole plan presented to the 
Commission for adoption. 

The original statute of 1914 carried 
no provisions for the adoption and 
enforcement of a classification plan. 
Indeed, it is unlikely that the framers 
of that statute had very clearly in mind 
just what was involved. On the as- 
sembling of the legislature in January, 
1918, and with the active support of 
the Governor, the necessary legislation 
requiring the Civil Service Commission 
to maintain a modern classification and 
extending to it complete control of 
salary and wage schedules throughout 
the state service, was enacted. With 
this enabling legislation accomplished, 
the Civil Service Commission officially 
adopted the classification and compen- 
sation plan as presented, on March 12, 
1918. 

It will be noted that the official adop- 
tion of the plan came almost a year 
after the survey began. It should not 
be inferred from this fact that an ade- 
quate survey cannot be made in a much 
shorter period or that the whole pro- 
cedure cannot be satisfactorily carried 
through in a much shorter time. The 
Commission chose, however, to proceed 
slowly, considering that it was better 
to meet objections as they developed 
and to carry along, so far as it was pos- 
sible, the interest and sympathy of alli 
parties in interest in this new depar- 
ture of public personnel administration. 
Subsequent history indicates the wis- 
dom of such procedure as far as this 
project was concerned. 

It will be remembered that the year 
of 1918 was filled with feverish indus- 
trial activ ity had broken 
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away -every known standard. 


fs, It would have been impossible to have 
of selected a more difficult time to initiate 
d. this work. In announcing the adop- 
nd tion of the plan, the Commission made 
d- clear that the classification as it stood 
le- would require amendment and adjust- 
de ment to meet the changing conditions 
he and organization in state departments 

and that every request that possessed 
“d merit would be carefully considered 
id and disposed of as promptly as possible. 
a The question of immediate interest, 
" however, was the adjustment of sala- 
d ries. It was provided generally that 
4 employes receiving less than the mini- 
ys mum of their schedule should be im- 
af mediately advanced to this rate, and 
° that employes receiving compensation 
rs between the rates established in the 
d schedules should be immediately ad- 
f vanced to the next higher rate, and that 
t employes receiving above the maximum 
h rate of the schedules established be 
, neither reduced nor advanced. The 
y carrying out of this preliminary ad- 
‘ justment of salaries was contingent 
4 upon the individual departments find- 

ing the necessary funds within their 

appropriation. Further salary ad- 


justments, where merited, were ap- 
proved during the remainder of the 
calendar year and many inequalities 
in compensation rates were corrected 
during this adjustment period. The 
question of obtaining necessary funds 
to make the adjustments provided in 
the compensation schedules was fur- 
ther simplified because of a change in 
| the fiscal year period. The preceding 
| fiscal year ended November 1, 1917, 
but under new legislation the beginning 
of the fiscal year was changed from 
November Ist to July 1st. Depart- 
mental appropriations became avail- 
able, therefore, on November 1, 1917, 
for the ensuing twelve months, and 
while the new legislation proposed to 
lapse one third of such appropriations, 
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the adjustment to the new salary 
schedule was much more easily accom- | 
plished than it would have been under 
other circumstances. 

The classification act referred to 
above provided that the Civil Service _ 
Commission should have the power to 
establish personnel committees from — 
among the officials and employesinthe _ 
state service. It was intended that 
these personnel committees would meet 
with, advise and suggest to the Civil 
Service Commission such changes and 
amendments to the existing classifica- 
tion including schedules of compensa- 
tion and rates of wages as were consid- 
ered advisable and necessary. The 
Commission selected, with considerable 
care, committees for a number of the 
more numerous and important groups 
or services, such as the Clerical Service, 
the Engineering Service, the Nursing 
and Attending Service, etc., and effort 
was made by the Commission’s staff to 
interest them in the problems involved 
in the administration of the classifica- 
tion plan. These efforts were not 
successful and the idea was abandoned. 

The adoption of a classification and 
compensation plan in the state service, 
while it brought numerous and difficult 
problems of adjustment, greatly simpli- 
fied the work of the Civil Service Com- 
mission. For the first time the state 
service was arranged in an orderly 
grouping, based upon the duties of the 
position, the responsibilities carried and 
the qualifications required in the in- 
dividual or group positions. In an- 
nouncing, planning and conducting 
tests there was a homogeneous group 
of positions with a descriptive title to 
deal with; there was definite informa- 
tion with regard to the duties performed 
by the employes holding such positions 
included in the class; and there was, 
in a general way at least, a standard of 
qualifications which ought to be re- 
quired of persens seeking appointment 
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to position in the class. Such matters 
as getting out information sheets, 
_ giving information to prospective ap- 
_ plicants as to the duties performed, the 
qualifications required, the rates of pay, 

and the like, became almost routine 
in their operation. The examiners, in 
preparing the questions or other mate- 
vial, knew the duties and the required 
_ qualifications and could shape their 
work accordingly. There was avail- 
able in the dealings between the Com- 
mission and departments a common 
language with titles and terms which 
meant the same thing throughout the 
; service. The adoption of the classifi- 
cation plan made it possible to sharpen 
_ up the whole examining and adminis- 
trative procedure and to secure results 
_ which previously had not been possible. 

Following the adoption of the com- 
pensation plan it soon developed that 
the Civil Service Commission must 
take an important part in the prepara- 
tion of the annual budget for personal 
_ services, especially in determining 
which employes were entitled to receive 
_ imereases in pay according to the com- 
pensation schedule in force. New 
Jersey has an Executive Budget, and 
all departments, boards, commissions 
and agencies are required to present 
their budget estimates to the execu- 
_ tive who must present to the incoming 
__ Jegislature in January of each year 
_ his budget recommendations. Almost 
immediately after the classification 
plan was put into operation, the Civil 
Service Commission became an ad- 
4 __ visor as to the making up of the annual 
budget for personal services, and for 
_ the past several years it has been rec- 
ognized as a part of the Commission’s 
duties to pass upon the salary and wage 
requests of all state agencies, and to 
make definite recommendations and 
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A 
been accepted practically as presented, 
not only by the executive, but by 
the Joint Appropriations Committee, 
This work has become one of the most 
important and responsible obligations 
of the Commission. 


Wine JuRISDICTION OF NEw JERSEY 
CoMMISSION 


At the same session in which the 
classification law applying to the state 
service was adopted, a modification of 
this law was passed applying to coun- 
ties and municipalities. This statute 
required the Commission to establish 
and maintain a classification plan for 
each county and municipal service 
under its jurisdiction, without, how- 
ever, extending to it complete control 
over salary and wage schedules. 
Under this law, and at the request of 
local jurisdictions, the Commission has, 
with its own staff, classified to date the 
public employes in all but three of the 
local jurisdictions under its control. 
The compensation plan worked out in 
conjunction with the classification in 
each case has been voluntarily accepted 
by nine of these counties and munici- 
palities, involving approximately two 
thirds of the county and municipal 
employes under civil service control. 
In the jurisdictions where classification 
and compensation plans have been pre- 
pared, but not formally adopted, such 
plans are in use for all administrative 
purposes except the actual regulation 
and control of salary increases and ad- 
justments. The same advantageous 
results as to the simplification and 
improvement of examination procedure 
have been brought about by this or- 
derly arrangement of the service. 

The last jurisdiction to adopt the 
merit system, and for which a classifica- 
tion and compensation plan has been 
prepared, is the city of Camden, with 
a population of approximately 125,000. 
In response to a movement which de- 
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veloped within the city itself, and 
which was not forced or encouraged by 
any outside influences, the question of 
the adoption of the merit system was 
placed upon the ballot by petition of 
public-spirited citizens at the last gen- 
eral election and adopted by a decided 
majority. During the past three 
months, the Commission, following its 
established procedure, has made a sur- 
vey of the Camden service, set up a 
classification and compensation plan 
for the one thousand municipal em- 
ployes, and has apparently been able to 
present a plan that is sound in principle 
and satisfactory to the city authorities. 
Its formal adoption, according to our 
present information, is now merely a 
matter of routine. 

The New Jersey Civil Service Com- 
mission, it will be noted, has developed 
and administered classification and 
compensation plans in a highly diversi- 
fied jurisdiction, including metropoli- 
tan, suburban and rural districts, in- 
dustrial and agricultural communities, 
and state, city, county and other serv- 
ices. It has, with the exception of the 
original survey of the state service, 
and in that it had a large part, devel- 
oped these plans with its own staff and 
ataminimum cost. It would probably 
be unwise for every commission to fol- 
low a similar course, but conditions so 
shaped themselves that the Commis- 
sion was obliged to either undertake 
the work itself or have it delayed and 
possibly undone. 


In CONCLUSION 


It must be remembered that the de- 
velopment of an adequate classification 
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and compensation plan will not, in 
itself, insure successful and economical 
administration of public personnel. 
All experience tends to prove, however, 
that successful personnel administra- 
tion cannot be had until the responsible 
administrative authorities know inti- 
mately the character and make-up of 
the personnel subject to their control. 
It is not possible to have this knowl- 
edge unless the service is classified and 
arranged in orderly fashion. A classi- 
fication and compensation plan in any 
jurisdiction is a powerful instrument in 
the hands of the personnel agency as 
well as a valuable aid to administrative 
authorities. It simplifies procedure, 
makes possible better methods of se- 
lection, which in turn tends to produce 
better qualified employes. It is a 
guide to the employing agency, a chart 
for salary adjustments and promotions 
in the service, a plan by which uni- 
formity in compensation can be had, 
and a basis for intelligent budget mak- 
ing for personal service. 

The burdens of taxation and the 
growing costs of public administration 
will compel, in the near future, economy 
in employment, which thus far has been 
talked about only. Such economy in 
employment, when brought about, 
will be effected largely by better de- 
partmental organization. The classi- 
fication of the public service on the 
basis of duties performed, qualifications 
required and responsibilities carried 
will be found to be, it is believed, a 
prerequisite to any intelligent and 
effective reorganization or realignment 
of public personnel. 
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Methods of Developing and Administering Classification 
and Compensation Plans in the Public Service 


O many classification and compen- 
sation plans have been worked out, 
adopted, and successfully administered 
in the public service of the United 
States and Canada that a fairly definite 
technique has been developed. In 
different jurisdictions many different 
methods have been followed. There- 
fore the forms of procedure which are 
best or which, at any rate, may be 
relied upon to give satisfactory results 
have been discovered. For this reason 
it is possible in describing the technique 
of developing and maintaining classifi- 
cation and compensation plans to make 


rather positive statements, even though 


certain parts of the work cannot yet 


_ be done with scientific accuracy. 


In connection with the classification 
of positions in the public service on a 


duties basis, the following are the major 


points to be considered: 

1. The selection, authority, and 
technical staff of the classifying 
agency. 

2. The collection of facts and opin- 
ions. 

3. The determination of the classes 
to be recognized. 

4. The development of class specifi- 
cations. 

5. The tentative allocation of posi- 
tions to classes. 

6. The submission of the tentative 
classification plan and the ten- 
tative allocations. 

7. Criticisms and hearings on the 
tentative classification plan and 
the tentative allocations. 

8. The formal adoption of the classi- 
fication plan and allocations. 
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9. The administration of the classi- 

fication. 

Detailed matters of procedure like 
these are likely to make dull reading 
for those not actively engaged in work- 
ing out or administering a duties clas- 
sification plan. It may be, however, 
that a very brief statement of the best 
procedure that has been developed will 
prove interesting to those interested 
in the subject in a general way. 

In another article in this issue of The 
Annals it is pointed out that in prac- 
tice the central employment agency has 
proved to be the most suitable classify- 
ing agency. Fora piece of work of this 
kind, however, it is highly desirable 
that the Civil Service Commission have 
a specific mandate from the legislative 
body, giving it a special piece of work 
to perform, setting forth the principles 
to govern the work, and granting it the 
proper authority; without such legisla- 
tive sanction both administrative off- 
cers and employes are prone to regard 
the work with indifference or hostility 
rather than to co-operate, while the 
finished product usually receives scant 
consideration—and that unfriendly— 
from the chief executive, from adminis- 
trative officers, from employes, and 
from the legislative body. The work- 
ing out of a classification plan is such, 
moreover, that reasonable time must 
be allowed; even in a small service with, 
say, 1,000 positions there is a certain 
sequence of steps which makes it diffi- 
cult to do a good job in less than three 
to six months, while in a large service, 
where a sufficiently large technical 
staff cannot be quickly assembled and 
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where the geographical factor is impor- 
tant, as much as a year is highly de- 
sirable. A small directing staff experi- 
enced in classification work is essential 
to assure that the general plan and the 
detailed procedure conform to the prac- 
tice that has been found successful 
through trial elsewhere. It is desirable, 
in fact, that the classifying agency be 
provided with a well-chosen staff of 
specialists large enough to handle 
practically all the work, though if it 
has a small directing staff of specialists, 
the commission’s own staff and em- 
ployes assigned from departments can 
handle certain phases of the work with 
reasonable satisfaction. 


Mernops or AcquirING NECESSARY 
INFORMATION 


Before positions can be classified, 
accurate and fairly complete informa- 
tion with regard to the duties attached 
to each position to be classified must be 
secured in some manner—by question- 
naire, by observation, by conference 
with employes and administrative offi- 
cers, or by some combination of these. 
In practice the main reliance must 
usually be placed upon a questionnaire 
owing to the prohibitive expense of 
time and money involved in any other 
procedure. Fortunately, however, ex- 
perience shows that this method is 
not only satisfactory but is also more 
reliable than any other for the bulk of 
the detailed data; if a well-designed 
questionnaire is distributed in such a 
manner as to command the confidence 
and secure the co-operation of adminis- 
trative officers and employes, if the 
directions for filling it out are suffi- 
ciently explicit, and if certain other 
supplemental information easily gath- 
ered is secured, the classifiers have reli- 
able information upon which to base 
their action. 

In several jurisdictions the plan has 
been tried of having the administrative 


officers fill out the individual question- 
naire for each position. Experience 
shows that this method seldom works _ 
well. The administrative officers labor _ 
under three serious handicaps: They 
do not have as detailed information _ 
with regard to the positions in their 
organization units as the employes 
actually filling those positions; they 
think they know the work actually 
done by certain employes when asa 
matter of fact they do not; and they 
do not have the time or will not use 
care to record the information they 
actually possess. A priori reasoning 
would lead to the conclusion that the | 
employe, if allowed to tell about his 
duties, will lack the vision to see the 
relative importance and the relation of 
different parts of his work and will be 
inclined to exaggerate his duties. Once _ 
more, however, experience shows that — 
most employes have thought more ~~ 
clearly about their positions than any = 
other person; and, strangely enough, a _ 
large number are inclined, either 
through indifference or failuretounder- 
stand what the work is about, to under- 

estimate rather than overestimate the 
importance of their work. Most em- 
ployes—considerably more than three 
fourths as far as my experience goes— 
give a better picture of the work they 
do if allowed to tell the story in their 
own words than can be given by any 
other person, particularly if they know 
that their statements are to be reviewed 
and supplemented (though not altered) 
by the supervising officers; this is true 
even of those holding low-grade posi- 
tions. Undoubtedly the best as well __ 
as the cheapest results have been se- — 
cured so far in classification work in- 

volving more than 2,000 or 3,000 posi- 
tions by allowing the employe to fill 
out the questionnaire in the first in- 
stance; by having the immediate supe- 
rior and some person representing the 
department or institution head review 
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the employe’s statement and to supple- 
ment it as far as they think necessary; 
and by securing from the immediate 
superior and the representative of the 
department or institution head certain 
information with regard to such mat- 
ters as supervision and desirable 
qualifications. 

Information with regard to the pur- 
pose, organization, and procedure of the 
administrative unit in which any posi- 
tion is located as well as with regard to 
conditions of work and related matters, 
is essential in working out the classifi- 
cation plan. This can of course best 
be secured from the administrative 
head of the unit rather than from indi- 
vidual empleyes. Organization charts, 
annual and special reports, forms, 
manuals of procedure, and other printed 
or typewritten literature are desirable 
or, indeed, essential, as are personal 
conferences between the classifiers and 
the heads of units to talk over the 
whole situation and to clear up vague 


or puzzling points. 
TENTATIVE CLASSIFYING OF WorK 


When all available information has 
been gathered from various sources, the 
classifiers are confronted with the task 
of analyzing it and arriving at a deci- 
sion as to the classes to be recognized. 
The “inductive” plan has usually been 
followed, especially in the larger juris- 
dictions. This means that the ques- 
tionnaires are first hastily read by the 
classifiers and then thrown into the 
larger occupational groups called serv- 
ices (clerical, engineering, medical, 
nursing, and the like). Following this 
the questionnaires falling into each 
service are turned over to some special- 
ist qualified in that particular occupa- 
tion, in order that he may arrive at a 
decision as to the classes needed in the 
service. |The other method, less com- 
monly used, presupposes a classifier 
with wide knowledge of classification 


procedure, with more than the average 
freedom from prepossessions and preju- 
dices, and with a pretty intimate knowl. 
edge of the service to be classified; 
according to this procedure the classi- 
fier tentatively lists—or even defines— 
in advance a considerable number of 
the classes fairly sure to be needed (such 
as patrolman, junior clerk, and food 
inspector), adds new classes found de- 
sirable as he goes along, and modifies 
the plan according to the detailed in- 
formation he gets from handling the 
questionnaires. This plan, as a matter 
of fact, is feasible only in the smaller 
jurisdictions and even then is suitable 
only for an experienced classifier of 
unusual ability. In the end, however, 
whichever method is used, the individ- 
ual questionnaires will be sorted into 
bunches, each of which represents a 
tentative class of positions and each 
of which is subject to change in view 
of criticisms and additional information 
collected as the work progresses. The 
worth of the classification plan is deter- 
mined more by the skill shown in 
recognizing classes than by any other 
single feature of the work. 

In the course of the work of deciding 
upon or following the determination of 
the tentative classes to be recognized, 
the classifiers must prepare the “class 
specifications” giving the definition of 
positions to be included in the class and 
examples of typical tasks needed to 
give a clear picture of the kinds of 
work which employes holding positions 
allocated to the class perform. As a 
matter of practice, the classifier who 
prepares the definition and the state- 
ment of typical examples at the same 
time generally suggests a class title and 
prepares a tentative statement of mini- 
mum qualifications to be required; he 
may also indicate as fully as possible 
at the time the lines of promotion and 
even the suggested compensation sched- 
ule. The tentative class specifications 
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as thus developed by the specialists in 
the various services are usually re- 
yiewed by other classifiers who have 
kept in touch with the work as a whole 
and who have the task of securing a 
final tentative product fairly uniform 
as to form, style, accuracy, and com- 
pleteness. 

As is pointed out above, in the course 
of the work involved in determining 
the classes to be recognized and in 
developing class specifications, the 
positions to be classified will be tenta- 
tively allocated to the appropriate 
classes. Perhaps three fourths of the 
positions “‘allocate themselves,” so to 
speak, but there are many borderline 
cases where fine discrimination is 
needed to make equitable allocations 
which will stand the later criticisms of 
administrative officers, employes, and 
others interested. ee 


CLASSIFYING 


With the completion of the tentative 
class specifications and the tentative 
allocations, the technical classifying 
staff has completed the first stage of its 
work. Its product must be submitted 
to the classifying agency for considera- 
tion and modification. Normally the 
classifying agency is inclined to accept 
with only slight changes the work of its 
own technical staff. The classifying 
agency, working through the technical 
staff, will of course desire to inform 
administrative officers of what has 
been done and to secure their criticisms. 
The best plan yet developed is to sup- 
ply each administrative officer with a 
list of class titles (which may or may 
not be accompanied by class defini- 
tions) covering all positions included 
in his organization unit, accompanied 
by a list of the positions tentatively 
allocated to each class, showing the 
new classification title, the existing 
title, the name of the employe holding 
the position, and the existing rate of 


— 


pay. Administrative officers usually 
want explanations as to the meaning 


of the whole thing and before making 


criticisms want time to consider the _ 


effect of the proposed classification and 
allocations. 
interested in the classification of the 


positions they hold; usually they se- | 


cure this information through depart- 
mental channels. 


and the general public, on the other 
hand, desire to know the salient facts 


of the plan as a whole rather than the © 


details with regard to individual posi- 


tions; for this reason it is usually de- | 


sirable to print for general distribution 
the classification plan as modified in 


view of the criticism of administrative _ 


officers and organizations of employes 
and citizens. 

Valuable criticisms of the printed 
plan may naturally be expected from 
many quarters. The classifying agency 
will in most cases desire to hold public 
hearings where administrative officers, 
organizations of employes, civic or- 
ganizations, individual citizens and 
taxpayers, and others can express their 
views and urge the changes that they 


would like to have made either in the © | 


plan as a whole or in the allocations of 
positions to classes. In the end, how- 
ever, the classifying agency, the chief 
executive, the legislative body, or some 
combination of these must take the 
bull by the horns and make decisions 
which are bound to be displeasing to 
some of the parties affected. The best 
procedure, perhaps, is to have the 
classifying agency make these deci- 
sions, though it may be advisable to 
secure also the approval of the chief 
executive or the legislative body or 
both. 

Most administrative agencies are 
living, growing bodies; from time to 
time new positions are created, old 
positions are abolished, duties are 


Employes are primarily — 


The chief executive, — 
legislative officers, civic organizations, _ 
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changed, the form of organization is 
varied, and the like. Such changes re- 
quire corresponding changes in the 
classification plan and in the allocation 
of positions to classes. New classes 
must be established, existing classes 
abolished or amended, and positions 
reallocated. Practically always, too, 
actual trial of the classification plan 
shows how it can be bettered. In a 
growing, changing service of 5,000 
positions, several hundred amendments 
a year are normally necessary and the 
classification plan soon loses much of 
its value for everyday working pur- 
poses unless it is so amended. 


COMPENSATION PLAN AND ATTENDANT 
PROBLEMS 


The development of a compensation 
plan can be carried on concurrently 
with the later stages of the classifica- 
tion work or can follow its completion; 
obviously the working out of a com- 
pensation plan must be delayed in any 
case until classes of positions have been 
tentatively established. Any equita- 
ble compensation plan, it need hardly 
be pointed out, establishes rates of pay 
properly related to the worth of the 
work performed by the employes filling 
the various classes of positions. The 
commonest practice is to provide for 
most classes of positions a graduated 
scale, with a minimum rate below 
which no employe holding a position in 
the class is paid and at which employes 
normally (not necessarily always) enter; 
a maximum rate above which no em- 
ploye holding a position in the class is 
paid; and intermediate rates between 
the minimum and maximum rates to 
which employes performing satisfac- 
tory service are advanced from time to 
time on the basis of increased useful- 
ness due to experience gained on the 
job and on the basis of length of service. 
The compensation plan, however, may 
provide a flat rate for any class; it may 


q 


be uniform or varied for the same ¢ 
of positions over a considerable territory 
where there are differences in the cogt 
and standards of living; it may or may 
not take account of sex, marital condi. 
tion, age, and other similar factors; jt 
may be based to a greater or lesser ex. 
tent upon changing living, employment 
and economic conditions; it may be 
flexible or rigid; and it may include or 
omit such matters as standard hours 
of work and payment for overtime, 
night, and holiday work. 

Some of the problems which arise in 
developing, using, and maintaining a 
compensation plan are: 


1. Collection and analysis of data, 
Those responsible for the working out 
of a compensation plan for a large 
service ought to have available in 
tabulated form as much as possible of 
the following data: 


(a) The facts with regard to existing 
rates of pay for the various 
kinds of work in the service, 
including for at least the im- 
portant classes of positions the 
lowest, highest, average, me- 
dian, and modal rates and av- 
erage rates for the whole 
service, for organization units, 
and for various groups of em- 
ployes (such as clerical or 
engineering). 

(b) The facts with regard to the 
cost of living in the territory 
involved. 

(c) The facts with regard to rates 
paid by commercial concerns 
and other government bodies 

ote for as large a number as pos- 
eit sible of similar or comparable 
kinds of work. 

(a) The facts with regard to union 
rates in the territory involved. 

(e) The facts with regard to the age, 
sex, marital condition, length 


9, of service, and possibly the 
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education and experience of 
all or of selected groups of 
employes. 

(f) The recent labor turnover in 
selected organization units or 
groups. 

2. Determination of compensation 
policies. Before much progress can be 
made certain compensation policies 
have to be determined, including: 

(a) The extent to which graduated 
scales and flat rates will be 

used. 

(b) Whether a minimum wage or 
salary will be paid, and, if so, 
what that rate shall be. 

(c) Whether sex is to be a factor in 
determining rates. 

(d). Whether the minimum (that is, 
the normal entering) rate for 
a class shall be so fixed as to 
attract good, medium, or poor 
employes and the maximum 
rate so as to retain in the serv- 
ice for a long period the more 
capable employes. 
(e) The weight to be given to exist- 
ing rates, the cost of living, 
rates paid elsewhere for simi- 
lar or comparable work, and 
other factors in determining 
rates to be paid. 

(f) The amount and frequency of 
salary increases (if a graduated 
scale is adopted). 

(g) The total amount of funds that 

will be available for compen- 

sating employes holding the 
positions to which the plan is 
to apply. 


3. Determination of rates. On the 
basis of the policies adopted and the 
fact data available, decisions can be 
made as to the compensation schedule 
for each class of positions. These deci- 
sions, as will readily be recognized, are 
among the most difficult involved in 
classification and compensation work. 


ATION 


VICE 


Regardless of the accuracy and com- _ 


pleteness of the available data, no 
mathematical formula can be applied 
in arriving at rates; in the end any 


rates chosen must represent the arbi- — 
trary judgment of some person or body | 
or the compromise made by several — 
persons or bodies whose views differ. _ 


In practice it is usually found conven- 


ient first to fix the rates for certain | 


“key classes” in each service and then 


to fix rates for the other classes in the _ 


service on the basis of their relation- 
ship to these key classes; following this 
there must, of course, be careful check- 
ing of the rates for the various services 


to make sure that some occupational — 


groups are not paid unduly high or low 
rates as compared with others. 
practice, too, it is generally the case 
that there is an official or unofficial 
limitation upon the total amount of 
funds available for personal services; 


the compensation schedules must be so 
adjusted as not to exceed this limita- _ 


tion. Asa matter of fact, allthe other _ 


rates can be determined without great | 


difficulty when the decision is made as 
to the entering rate for any occupa- 
tional group or service, the maximum 
rate above which the rank and file in 
that service cannot advance because 
there are few higher positions, and the 
extent to which recognition in the 
form of compensation will be given for 
supervising and administrative respon- 
sibility. In the public service the tend- 
ency is to pay relatively high rates for 
routine work and relatively low rates 
for administrative work, as compared 
with industry. 


4. Adjustments on putting plan into 
effect. When the new compensation 
plan is put into effect numerous adjust- 
ments in rates are normally necessary. 
The principal adjustments necessary 
arise when the existing rate is: 


(a) Below the minimum rate adopt- 
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(b) 
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ed fort the class to which the po- 
sition is allocated. The almost 
invariable procedure is immedi- 
ately to advance employes be- 
low the minimum for the class 
to which the position occupied 
is allocated to the minimum 
rate for that class. 


Above the maximum rate adopt- 


ed for the class to which the po- 
sition is allocated. The com- 
mon, though not universal, 
practice is to allow employes 
who are above the maximum 
rate for the class to continue 
at the existing rate without 
reduction but to allow no fur- 
ther increase; when a vacancy 
occurs, however, the position 
is normally filled at the mini- 
mum rate for the class. In 
a very few jurisdictions the 
practice has been to reduce 
employes above the maximum 


rate to the maximum; in some © 


cases the proposal to do this 
has resulted in the failure of 
the legislative body to adopt 
at all the plan proposed. 


(c) Between the minimum and the 


maximum rates adopted for 
the class to which the position 
is allocated but not at any in- 
termediate rate. The two 
common practices are to ad- 
vance the rate of pay to the 
next higher rate for the class 
or to make no immediate ad- 
justment whatsoever. The 
latter course is not to be highly 


- recommended, as the whole 
_ purpose of adopting a com- 


pensation plan is to get the 
rates of pay on a rational 
basis, and this means that only 
the rates provided in the plan 
should be used. 


' Basis and time of increases and 


decreases. If a graduated scale js 
adopted, new employes normally (not 
necessarily always) enter at the mini- 
mum for the class, and as they increase 
in usefulness due to experience gained 
on the job they are advanced from 
rate to rate until the maximum for the 
class is reached. The minimum and 
maximum are supposed to represent 
the extremes of worth of the work as 
performed by a qualified beginner and 
by a capable experienced employe who 
performs the work as well as can rea- 
sonably be expected; between these ex- 
tremes the rate should depend on the 
effectiveness with which the individual 
employe does his work. In making 
increases or decreases the principal 
problems are: 


(a) Basis. The efficiency of the in- 
dividual and his length of serv- 
ice at the existing rate are the 


age common bases; the latter is 
pa easily determined, but the for- 
* dayne mer is one of the most per- 
plexing matters in personnel 

administration. 


(b) Frequency. Normally salary ad- 
justments are made once a 
year. 


6. Changes in compensation plan to 
accord with changing economic and em- 
ployment conditions. The compensa- 
tion plan, like the classification plan, 
must be adjusted from time to time if 
it is to be serviceable. Economic and 
employment conditions are constantly 
changing; such changes frequently 
make imperative upward or downward 
changes in the rates for individual 
classes, for occupational groups or 
services, or for practically all positions. 
In some jurisdictions data with regard 
to the cost of living, the rates paid in 
industry, and other pertinent matter: 
are gathered annually or biennially and 
adjustments recommended to the ap- 
propriating body as seem desirable. 
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In ConcLUSION 


In conclusion, it may be pointed out 
that one of the puzzling problems usu- 
ally encountered in developing and ad- 
ministering compensation plans is the 

orance and indifference of the 
budget and other financial officers. In 
theory they should be intensely inter- 
ested in the whole subject and should 
have a prominent part in collecting the 
necessary data, in developing the com- 
pensation plan, in getting the recom- 
mended rates adopted by the legisla- 
tive body, and in getting estimates and 
appropriations that embody the classi- 
fication titles and adopted rates. In 
practice they have shown an indiffer- 
ence toward the development of ra- 
tional compensation plans, which is 
discouraging to those who perceive the 
necessity of some machinery for pro- 
tecting the interests of employes and 
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taxpayers. All too frequently, indeed, 
they have opposed the working out of | 
any plan or, even worse, the adoption 
of a plan which has been recommended 
following careful investigations or the 
proper administration of a plan which 
has been developed and adopted. 

In view of the fact that normally 


about one half of all the money ex- | 


pended in any jurisdiction, other than 


Ad 


that set aside for payment of interest —_ 
and principal on the public debt, goes 


for personal services, this attitude on 
the part of budget and other financial 
officers is hard to understand. In this, 


as in a good many other matters con- ; 


cerning personnel, the central employ- 


ment agency has had to force upon — ae 


unwilling legislative, executive, finan- — 


cial, and administrative officers a ra- 


tional method of handling financial as 


well as strictly employment matters. 


Classification of Positions and Salaries in the Service 
of the State of Pennsylvania ' 
By Ricnarv H. 
Professor of Industry, Wharton School of Finance and Commerce, University of Pennsylvania 


a authority granted by the 
Pennsylvania legislature in Gov- 
ernor Pinchot’s “Administrative Code,” 
passed in June, 1923, a classification of 
the employes of the state was under- 
taken, in order that salaries for similar 
services might be standard. Prior to 
this classification, there had been no 
concerted effort to study positions in 
the state service, or to pay equally for 
equal service, either as between the 
several departments, or within one de- 
partment. A large proportion of posi- 
tions, about twenty-five per cent, car- 
ried statutory salaries, which had been 

' Mr. Lansburgh was in responsible charge of 


the work of classification done in Pennsylvania 
for the Executive Board. 


fixed or changed over a period of years 
with little regard for the work per- 
formed. The remainder of the posi- 
tions carried salaries that had been 
fixed by department heads as occasion 
arose, 
market or of the individual employe 
seemed to require. 

These methods of the past, combined 
with the authority vested in the Execu- 
tive Board of the state,? made a fertile 


field for a detailed study of the per- | 


sonnel and positions in the state serv- 
ice. It was also possible, because of 
these conditions, to develop a classifi- 
cation of positions based on the best 


?The Governor and four cabinet members i, 


named by him. 


and as the demands of the 
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technique of job-study, rather than on 
past traditions or restrictions. 


Jos Stupy or State Empioy 


_ The classification work which has 
been done, and the resultant standard- 
ization of salaries was predicated on the 
utilization of a technique which would 
insure relative justice in wages to all 
state employes. This implied salaries 
that would be based on the work which 
employes actually perform, and the 
service which they actually have given 
to the state. Past salaries were en- 
tirely disregarded as a basis for fixing 
present compensation. Inthe attempt 
to standardize or equalize, many salary 
rates would have to be increased and 
many others would have to be reduced. 
All attendant circumstances, including 
the complete co-operation of depart- 
ment heads and major executives, made 
possible a real personnel study of the 
state service, and an adjustment of the 
compensation of the employes, as 
nearly to the line of absolute individual 
justice as could be achieved. 

Under the authority of the Ad- 
ministrative Code, past titles, fre- 
quently meaningless, could be disre- 
garded or changed, and a complete 
new structure of titles could be sub- 
stituted. These, under the designa- 
tion of “classes,” could be utilized to 
describe accurately the work actually 
carried on. These classes could then 
be granted salary ranges which would 
not only standardize salaries for similar 
work, but which would also make 
necessary allowance for personal effec- 
tiveness, length of service, or other 
similar factors relating to the individu- 
al employe rather than to the position 
which he held. 

It was determined early in the classi- 
fication work that salary gradations 
within classes were necessary in order 
to give full play to the abilities of in- 
dividual workers, as well as to give 
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proper reward to those intangible 
abilities which an employe develops 
only through months or years of service 
in a given position. 

Despite the necessity for giving fair 
consideration to individual ability and 
service, it was decided that if true 
standardization of pay were to be 
achieved, the classification must be 
primarily of positions, rather than of 
persons. That is, the duties of a posi- 
tion, as a position, must be analyzed, 
and the salary range for that position 
be based largely on the minimum edu- 
cation and experience necessary to 
satisfactorily perform the duties of the 
place. All salary paid above the 
minimum rate of the position could be 
based on individual qualifications, 
However, the maximum salary which 
might be paid could not represent more 
than a fair payment for necessary edu- 
cation and experience plus a differen- 
tial based on individual qualifications. 
In other words, promotion beyond a 
certain point must be achieved through 
change of duties rather than through 
increase of compensation for perform- 
ance of the same duties. To pursue 
any other policy would soon break 
down a salary structure based on 
standardization principles. 

A study of the classifications in use 
in other states, and the causes of the 
failures of classifications to function 
in certain jurisdictions, brought out 
another cardinal principle, namely 
that the final classification must be 
simple and easily understood. This 
meant that as few classes as possible 
should be developed, and that these 
classes be so devised as to include, by 
definition, all work which required 
essentially the same qualifications for 
its performance. 

The thought of simplicity gave the 
groundwork for classifying similarly 
all work which involved equal responsi- 
bility and equal training, regardless of 


-_ =. 


by 

~ 

| 

j 1 

4p 
? 

. 


— 


the portion of the state service in 
which it might be located. To take 
a cross-sectional view of all state posi- 
tions when developing the qualifica- 
tions or definition of a particular class 
required a great mass of detailed in- 
formation concerning every corner of 
the service. Not only must there be 
available information which was abso- 
lutely correct concerning the work to 
be done and the training required in 
each position, but that information 
must be readily available at any time 
and at immediate notice. These de- 
mands resulted in the development of 
a substantially new and unusual meth- 
od of securing information about posi- 
tions, at least in so far as Pees 
service is concerned. 
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Instead of sending out questionnaires 
to be filled in with the duties of the 
position, and the qualifications req- 
uisite for its performance, personal 
visits were used to secure this informa- 
tion. Every department, bureau and 
section in the state service was visited, 
and every position was analyzed on the 
ground. This provided an assured 
accuracy of judgment concerning the 
requirements of a particular position. 
It also provided a mass of detailed in- 
formation concerning the service as 
a whole, which was invaluable, not 
only in the development of the classi- 
fication structure itself, but in the 
proper classification of individual posi- 
tions after the classification structure 
had been developed. This informa- 
tion could not have been secured 
through the use of questionnaires. 
In order to take advantage of adminis- 
trative judgment, and secure an idea of 
proper relationships of various posi- 
tions within a department, the analysis 
of its work was begun with the chief 
operating executive. Each executive 
gave complete information concerning 
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supervision, and whose 
reported to him directly. 


Chief executives were asked to ana- st 
lyze the duties and necessary qualifi- — 


cations of their subexecutives, and the 
subexecutives were asked concerning 
their subordinates. 


fications necessary for an individual to 


properly carry on the work of the posi- : 


tion, in terms of education and experi- 
ence. 
sonal interview made it possible to 


The adopted method of per- _ 


all positions which were under his direct 2 


The information _ 
which was secured in each case in- _ 
cluded the work involved in each posi- 
tion in detail, and the minimum quali- = 


secure all information necessary to an _ = 


accurate study of the position and its 
later classification. Questioning of ex- 


ecutives often brought out many facts — 
which were not immediately apparent _ 
to them, since they had frequently not _ 


thought of the positions of their sub- 


ordinates, either in an abstract or a 
Much valuable © 
information concerning the historical 7 
background of the creation of a posi- __ 
tion, and the reason for the extent of _ 


comparative manner. 


its duties, was secured. This could, 
under no circumstances, have been ex- 
pected if written reports had been 
called for from the executives. The 


extent of the background which this oe 
type of information formed in the _ 


final development of the classification 


cannot be properly estimated, but itis _ 


difficult to overestimate it. 
After the information concerning 
positions had been secured, the duties 


of each individual position were typed 


on permanent card records and sent 
direct to the individual state employe 
for his signature as to correctness, or 
for correction and signature, as might 
be deemed proper by him. This was 
a certain check against error and in- 
justice by the superior. 
crepancies of importance between the 
information given by the supervisor 
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and that given by the employe were 
carefully checked to insure finally cor- 
rect information. These signed cards 
then became a permanent record of all 
positions in the state service, which 
might be added to from time to time, 
as new positions were created, or as 
duties changed. 

The check by the employe was a 
vitally important cog in the machinery 
of classification, for it brought the facts 
on which classification of a particular 
position was developed to a basis of 
agreed understanding between the 
executive, the employe, and the classi- 
fying agency. From this standpoint 
it was invaluable, and yet in not ten of 
the approximately 5,000 positions clas- 
sified, was there any necessity of sub- 
stantial change in the facts of the posi- 
tion on the basis of employe’s correc- 
tions. In no case was there ultimate 
disagreement concerning the facts be- 
tween the supervisor and the employe. 


Tue SrrRuctTuRE OF CLASSIFICATION 


The development of the structure 
of the classification was not begun until 


Group 
General Clerical (20 classes) 


WwW 
Supervisory (10 classes) pein 


Custodial (6 classes) 
Trades (8 classes) 


Vocational (6 classes) 
Technical (6 classes) 


Stenographic (9 classes) 


Accounting (9 classes) 


For each class there is a definition 
of the duties which cause a position to 
fall within that class, and the qualifi- 
cations, without which no person may 
be classified within the class. Ex- 
amples of such definition of duties and 
qualifications are shown above. 


*rincipal Clerk; Proof Reader 
aan Typist; Stenographer, Class A; 


See explanation below 
See explanation below 
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all the positions in the service had been 
analyzed and could be used as a back- 
ground. The goal set, that the classj- 


, fication should be simple, was reached, 


inasmuch as there are only seventy- 
four classes in the final classification, 
Wherever possible, class names were 
made descriptive, such as “Computing 
Clerk,” or “Watchman,” but fre 
quently in order to formulate classes 
which would truly cover all similar 
work, class names were used which were 
partly made up of a letter, the meaning 
of which can only be understood if 
the detailed classification be consulted. 
Such classes are, “‘Stenographer, Class 
B,” and “Stenographer, Class A,” 
“Supervising Clerk, Class B,” and 
“Supervising Clerk, Class A.” 

While the creation of distinct serv- 
ices was avoided, as being unnecessary 
and provocative of jealousy, never- 
theless classes were arranged in groups, 
in which the classes tended to be pro- 
gressive in importance from bottom 
to top. These groups, and examples 
of the classes which fall within them 


are as follows: 
Examples of Classes 4 


Clerk, Class B; Code Clerk, Class B; 


Stenographer-Secretary; Correspondent 


Account Clerk; Cost Accountant; 


Accountant, Class C, B, and A 


_ Supervising Typist; Supervising Clerk, 


Class C, B, and A, Office Director 


Janitor; Watchman; Policeman (Capitol) 
General Helper; Skilled Worker; 


Journeyman; Foreman 


Principal Clerk 


Without supervision, or with only the 
most general supervision, performs import- 
ant clerical duties, not involving supervi- 
sion of more than one person, which require 
knowledge of the operations of a depart- 
ment, as gained by at least two years’ ex- 
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ience in its operations, plus independent 
judgment. Qualifications. High school 
graduation, plus four years’ general busi- 
ness experience, of which at least two years 
shall have been in the operations of the de- 
partment, bureau, or commission, plus 
ability to express and utilize independent 
judgment. 
Accountant, Class Bo 

In responsible charge of the collection 
and maintenance of account and budget 
records in a department in which account- 
ing work is involved and requires technical 
accounting education. Or, technical ac- 
counting work in a department maintaining 
accounts supervised by an Accountant, 
Class A. Qualifications. High school 
graduation or its equivalent, and necessary 
theoretical accounting education, including 
training in double-entry bookkeeping, ac- 
counting statements, budget accounting, 
and cost keeping. 


In order to insure uniformity be- 
tween departments and positions in 
the various professions and vocations, 


Cuart No. 1 


all such positions were classified ina 
professional group of six classes and a 
vocational group of six classes. Posi- 
tions fall within the professional group 
if they are technical or professional —_ 

positions which ordinarily require col- ‘ ~ 


lege graduation, or its equivalent, for 
proper performance of duties. Posi- 
tions fall within the vocational group 

if they involve duties within a true 
vocation, which does not ordinarily ree 
quire college graduation, or its equiva- 
lent, for proper performance. Thus, ae 
engineers, foresters, and veterinarians 
are all classified in the professional 
group; and nurses, fish culturists, and shiaet 
non-technical inspectors in the voca- a. 
tional group. The particular class om 
within a group into which a particular tae 

position falls is dependent upon the __ 
duties of the position, and the mini- _ 
mum education and experience which _ 


is necessary in order to satisfactorily — 
perform these. 


1 2 3 4 5 6 
= Ska 3 Rate 
D < ial 
T6 |'Technical 4 0 0 0 0 3 1500 
Assistant 
nior 
T5 [Technical 4 2 2 0 0 6 2160 
Assistant 
T4 |Technician 4 3 2 0 0 8 2640 
Technical or 
Professional 
T3 |Administrator 4 5 2 1 0 * 3360 
‘or Expert 
|Senior Technical | 
or Professional 
T2/A iministrator 4 8 4 2 0 ® 4500 
ior Expert 
Chief Technical 
or Professional 
T1 |Administrator 4 10 6 5 2 . 6000 
or Expert 


* In exceptional cases of proved ability in the particular > 
the requirement of college education will be waived by the Executive Board when persons have certain minimum 
high qualifications of experience, which qualifications may be set up from time to time 


ition or department ur in similar work elsewhere, 
for each profession, 
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Cuart No. 2 
1 2 3 4 5 6 
3 5 g 3 Te Rate 
D D < a 
Vocational 
V6 |Assistant 0 0 0 0 0 0 900 
Senior 
V5 | Vocational 0 0 0 0 4d 1200 
Assistant 
Vocational 
V4 |Specialist 4 2° 0 0 0 6 1500 
Vocational 10 
V3 |Administrator 4 2* 2 0 0 Including 2 1860 
or Expert Administra- 
tive or Expert 
Senior 
Vocational 
V2 |Administrator 4 2 3 2 0 2400 
or Expert 
Chief 
Vocational 
V1 |Administrator 4 2° 6 4 2 si 3000 
or Expert 


* In cases where special education in a field is either not necessary or not available (E.G. Fish Culturist) this 
requirement is waived, and the requirement of specialized experience is correspondingly increased. 


Charts numbered 1 and 2 form the 
basis of classification of individual 
positions in the professional and voca- 
tional groups, respectively. It will be 
noted that, given the basic qualifica- 
tions for any position, its proper classi- 
fication becomes exceedingly simple. 
In these groups, as well as in the others, 
salary within the range of a class is de- 
pendent upon factors peculiar to the 
individual, rather than to the position. 


SALARY RANGES AND GRADES 


After the classes had been developed, 
the next step was the establishment of 
a salary range and a series of salary 
grades for each class that had been 
developed. These salary ranges were 
developed by taking into account all 
factors which are normally considered 
in the fixing of salary rates, such as 
salaries paid outside of the state serv- 
ice, cost of living, relative importance 


of the position within the service, and 
advantages and disadvantages of em- 
ployment by the state on a particular 
type of work. In general, salary 
levels were fixed with the thought that 
good salaries make for low labor cost, 
and with the proper position of the 
state, as an employer, in mind. 

The groundwork having been com- 
pletely laid, each position in the serv- 
ice was tentatively placed in its proper 
class. This tentative classification was 
next presented to each department 
head for the positions within his de- 
partment, and to bureau heads, if de- 
sired by the department head. Proper 
adjustments were made at this point, 
and many discrepancies eliminated. 
Final salary rates within the class were 
suggested by the department heads, 
on the basis of the individual merits of 
the person holding the position. Lists 
of all changes in salaries resulting from 
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the classification were next prepared 
and given a final check by department 
heads, final adjustments being made 
where necessary at this time. 


PROMOTIONAL PoLicy 


To develop methods of fixing indi- 
vidual salaries within a class formed 
the most difficult single feature of the 
classification work. Rules could not 
be devised which would hamper the 
exercises of that executive judgment 
which is so necessary if governmental 
service is to be vitalized. And yet if 
the salary ranges for a class were to be 
wide enough to allow promotion for 
merit within the class, some regula- 
tions had to be devised which would 
tend to maintain the standardization 
of salaries which had been achieved. 
The solution of this difficulty was 
found in the development of a promo- 
tional scheme that grouped all classes 
into four “kinds of work,” similar in 
nature, each of which provided a dif- 
ferent series of regulations concerning 
salary promotions for that kind of 
work. 

The most important feature of these 
regulations is that, in no case, may a 
salary promotion be automatic, but 
it may be made only on merit. Such 
merit is to be judged by the executive 
in charge of the work. All requests 
for salary increases under the rules, 
must be accompanied by a statement 
of the executive, which sets forth that 
the employe has, in fact, rendered 
superior service that merits increase of 
compensation. 

“Kind of work A” comprises classes, 
the major elements of which include 
expert service or administrative work 
of high importance. In such classes, 
although the entrance salary is the 
lowest salary grade of the class, the 
regulations concerning increase of sal- 
ary to other salary grades are not so 
rigid as in other kinds of work. Ex- 


group are: “Accountant, Class A,” : 
$5,000 to $6,500, and “Senior Techni- 


cal or Professional Administrator or 
Expert,” $4,500 to $6,000. 
“Kind of work B” comprises classes _ . 
in which the tenure of office is com- _ 
paratively long, and in which = 
highest effectiveness in the work is .. 
comparatively difficult to reach. These 
conditions seemed to call for a wide 
range of salaries, and a number of 
grades of pay. ‘Therefore, for all these 
classes, five or six grades of pay were 
established, with the entrance salary "a 
at the lowest rate; the second rate pay- re 
able at the end of six months’ service; _ 
the third after a year; the fourth after | 
a year and a half; the fifth after three 
years; and the sixth at the end of five _ 
years. Examples of classes in this 
group are: “Chief Accounting Clerk,” 
$2,100, $2,160, $2,220, $2,280, $2,340, | 
$2,400; “Bureau Secretary,” $2,400, 
$2,520, $2,640, $2,760, $2,880, $3,000; 
and “Supervising Clerk, Class B,” 


$1,800, $1,920, $2,040, $2,160, $2,280, Ke. . 


$2,400. 

“Kind of work C” comprises classes 
in which the tenure of office is only 
moderately long, due to promotion out 
of the class, or in which a high degree 
of effectiveness is attained in a moder- 
ate length of service, and hence in 
which additional years of service yield. _ 
only a small amount of increased _ 
proficiency. 


Such conditions seemed 
to call for a somewhat narrower range 

of salaries than in “Kind of work B,” 
and for more rapid possible advance _ 4 
to the top salary grade. Therefore, _ 
for all these causes, but four grades of 
pay were established, withtheentrance 
salary at the lowest rate; the second | 
rate payable at the end of six months) 
service; the third after a year anda 
half; and the fourth after two years 
and a half. Examples of classes in — 


this group are: “Stenographer-Typist,” — | 
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$960, $1,020, $1,080, $1,140; “Tabu- 
lating Machine Operator,” $1,080, 


$1,140, $1,200, $1,260; “Elevator Op- 
erator,”’ $1,080, $1,140, $1,200, $1,260; 
and “Senior Vocational Assistant,” 
$1,200 to $1,260, $1,260 to $1,320, 
$1,320 to $1,380, $1,380 to $1,500. 
“Kind of work D” comprises classes 
which represent beginning positions 
in which the work is simple and easily 
learned, and in which the tenure of 
office, because of promotion out of the 
class, is likely to be short. Such con- 
ditions seemed to call for a narrow 
range of salaries. Therefore, for all 
these classes, but three rates of pay 
were established, with the entrance 
salary at the lowest rate; the second 
rate payable at the end of six months’ 
service; and the third after a year and 
a half. Examples of classes in this 
group are: “Key punch Operator,” 
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$900, $960, $1,020; “General Helper,” 
$900, $960, $1,020; ““Typist,” $900, 
$960, $1,020; and “Vocational As. 
sistant,” $900 to $1,020, $1,020 to 
$1,080, $1,080 to $1,200. 

This promotional scheme is expected 
to give the necessary play of judgment 
to the executives, and still be sufficient- 
ly rigid to allow the classification to 
maintain the original goal of standard 
salaries for similar service. It recog. 
nizes that service must be considered 
both with regard to the character of 
duties, and the manner in which these 
duties are performed. 

It has been the aim of this paper 
only to present the structure of the 
Pennsylvania State Classification, and 
the considerations which were in mind 
when this structure was developed, and 
which influenced its development along 
lines. 

a 
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Y standardization is meant the 

concentration upon specific prod- 
ucts and materials, both in production 
and in use, to the end of bringing about 
the greatest possible industrial effi- 
ciency. In the standardization of sup- 
plies for purchase by governmental 
bodies this means primarily the selec- 
tion of the optimum number of types, 
sizes and grades required, and their 
definition by means of adequate specifi- 
cations upon the basis of which bids are 
requested. 

It must be said at the outset that, 
while standardization in public pur- 
chasing has shown extremely impor- 
tant results, these results can be stated 
only in general terms, since there is a 
striking dearth of authoritative nu- 
merical data on the amount of savings 
that have been brought about through 
such standardization work. As a mat- 
ter of fact, very few of the states or 
cities keep their accounts in sufficient 
detail to show even the total amounts 
spent for materials and supplies. In 
general this has been in the past also 
true of the Federal Government, al- 
though the Director of the Budget has 
stated that in 1922 the federal expendi- 
tures for supplies and equipment were 
approximately $258,000,000. 

Even in private business there is a 
great paucity of such numerical results. 
In fact, so far as I am aware, no publi- 
cations are available showing the re- 
sults of adequate studies of typical 
cases which would give accurately the 
relative costs, either to producer or to 
consumer, of standard and non-stand- 


By P. G. Acnew 
Secretary, American Engineering Standards Committee 


CLARIFYING AND SIMPLIFYING 
Purcuase Routine 


There are, of course, well-known 
examples of the enormous benefits that 
have accrued through standardization 
of products. The automobile industry 
has officially estimated the annual 
savings through its general standardi- 
zation work at $750,000,000. How- 
ever, in this case, as in others such as 
the incandescent electric light, it is a 
real question as to whether the results 
can adequately be expressed as eco- 
nomic savings. Has not standardi- 
zation made possible the actual ex- 
istence of the automobile industry on 
the scale in which it has now de- 
veloped? 

As another example, there may be 
mentioned the interesting experience of 
a manufacturer of office equipment. 
Some years ago the company had de- 
veloped a very considerable side line 
of its business, in providing special 
features in its products to meet the 
tastes of the individual customers. 
This special manufacture became so 
important that a separate factory was 
built for it, to prevent its interfering 
with regular production. This led toa 
much more careful cost analysis than 
had previously been made, although 
the cost of production of the special 
material was much less in the separate 
factory than it had been in the general 
factory. Nevertheless, it was found 
that, in order to make the special ma- 
terial stand on its own legs, instead of 
being as it formerly had been, largely — : 
parasitic on the regular production, it 
was necessary to increase the prices o ae 
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it to such an extent that the sale of the 
special material was practically elimi- 
nated. Consequently the company 
gave up the special feature part of its 
business and concentrated upon its 
regular production. 

The first and most striking result of 
the standardization of supplies in pub- 
lie purchases is the clarification and 
simplification of the entire purchase, 
stock and distribution routine. The 
confusion of the many special require- 
ments for different departments and 
branches is eliminated. By concen- 
tration on the important items, pur- 
chases can be made in larger quantities, 
with better prices. Consequently, 
they can be stocked in quantity and 
delivered as needed without handling a 
multitude of unnecessary requisitions, 
bids, bills and receipts. The entire 
situation is made clear to everyone 
concerned: the requisitioning office, the 
ordering, bookkeeping and stores de- 
partments can easily understand the 
whole routine. 

Bids are placed on an entirely com- 
parable basis, making for fairness in 
competition. This is particularly im- 
portant to governmental agencies, 
which cannot possibly have the free- 
dom and flexibility in placing contracts 
enjoyed by private concerns. In pub- 
lie business sound administration re- 
quires that the entire transactions 
connected with purchases shall be clear, 
open and above board. But it is not 
enough that the transactions shall be 
clear and straightforward. They must 
be readily open to inspection, audit or 
investigation by any legal or public 
agency which is entitled to the infor- 
mation. 


Grart ELIMINATION 


By thus clarifying and simplifying 
the whole routine of purchase,smaking 
the facts easily accessible to everyone 
concerned, standardization hag, been a 
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powerful influence in the elimination of | 
graft and favoritism in the awarding | 
of contracts. This has proved true jp 
private as well as in public business, 
One nowadays seldom hears whispers 
of such malign influences as the “19 
per cent rule,” which were formerly al] 
too frequent in malodorous govern. 
mental administrations, and also to a 
deplorable extent in private business, 

In this regard standardization does 
much more than to eliminate the unfit, 
It is a positive constructive influence 
which engenders in the personnel of an 
administration the desire to bring 
about efficiency and effectiveness in 
public business. 

In enabling buyer and seller to speak 
the same language and in making it 
possible to compel competitive sellers 
to do likewise, standardization de- 
creases misunderstandings and disputes 
leading to litigation. It eliminates 
indecision, which is a prolific cause of 
inefficiency and waste. 


STANDARDIZATION APPLIED TO 
Pusuic PurcHases 


Much has recently been written on 
the réle which governmental agencies 
should and can play in the elimination 
of the business cycle. Yet it has gen- 
erally been overlooked that standardi- 
zation is a powerful influence in 
stabilizing production and employ- 
ment. By broadening the possible 
market, it makes it safe for the manu- 
facturer to accumulate stock during the 
periods of slack orders to an extent 
which would not be safe with unstand- 
ardized products. For this reason, if 
for no other, it is highly important that 
federal, state and local governments 
standardize their supplies, and that 
they work in the closest possible co- 
operation with industrial and commer- 
cial bodies engaged in standardization 
work. The real influence and far- 
reaching importance of such work is 
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enormously greater than appears on the 
surface. 

There is one serious danger in the 
standardization of supplies, into which 
a governmental body especially is 
liable to fall. This is the danger of 
carrying on such standardization work 
independently of industry and thus 
establishing its own special standards. 
While a governmental body may need 
higher grades of material more fre- 
quently than do commercial organiza- 
tions, there are actually very few cases 
in which a departure from regular 
commercial practice is justifiable. 
There are, of course, exceptions to this 
statement, such as the special military 
requirements of the Army and Navy, 
but a candid analysis of governmental 
requirements will reveal an extremely 
small percentage of cases in which de- 
partures from good commercial prac- 
tice are justifiable. Anyone who has 
had opportunity to observe at first 
hand the working of governmental 
purchasing will be able to confirm the 
statement that in many cases govern- 
mental agencies, by insisting upon 
their own special standards, secure 
actually inferior material at higher 
prices and with slower deliveries than 
is the case with commercial organiza- 
tions having essentially similar require- 
ments. 

The work now under way in the 
Department of Commerce, on the prep- 
aration of a “Dictionary of Specifica- 
tions,” should be exceedingly valuable 
to public purchasing agencies. It will 
consist of a classified list of all the 
published specifications for materials, 
whether issued by governmental, trade 
or technical bodies. The complete 
specifications may be consulted at the 
Bureau of Standards in Washington; 
likewise, all of the more important in- 
dustrial standards (excepting food 
products) published in this country and 
abroad, at the offices of the American 
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Engineering Standards Committee, 29 
West 39th Street, New York City. 


ADVANCES IN STANDARDIZATION 


During the last few years long steps 
have been taken in the extension of 
industrial standardization work to a 
national scale, notably through the 
work of the American Engineering 
Standards Committee. For reasons 
already set forth, it is particularly im- 
portant that public purchasing agencies 
specify their supplies in accordance 
with well-recognized industrial stand- 
ards, following the lead of national 
specifications wherever such are avail- 
able. By consistently following such a 
policy and by throwing their influence 
in the direction of the extension of 
standardization work along the line of 
nationally recognized specifications, 
they can do a great deal to further the 
standardization movement and in re- 
turn will be able to reap great benefits 
in the form of direct economies and in 
clarifying and simplifying their entire 
purchase routine. 

Within the last few years there have 
been important demonstrations of the 
possibilities of the standardization of 
supplies in public purchasing, for ex- 
ample, in the states of Pennsylvania 
and New York. The most notable of 
al: is, however, the work of the General 
Supply Committee of the Federal 
Government, which is now being 
merged with the much broader work of 
the Federal Specifications Board, 
whose function is the unification of 
specifications of the whole Federal 
Government and their alignment, so 
far as practicable, with the best com- 
mercial practice. To this end the 
federal specifications, before final adop- 
tion, are being submitted for criticisms 
of the industrial organizations con- 
cerned through the machinery of the 
American Engineering Standards Com- 
mittee. 
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xITATION for centralized pur- 
chasing of governmental supplies 
is by no means a recent development. 
On the contrary, centralized purchasing 
has been an issue in the United States 
practically ever since the birth of our 
republic. 

Alexander Hamilton, as Secretary of 
the Treasury, maintained that the pur- 
chase of all military supplies should 
come under the jurisdiction of the 
Treasury Department. On May 8, 
1792, Congress enacted that: 


All purchases and contracts for supplying 
the Army with provisions, clothing, sup- 
plies in the quartermaster’s department, 
military stores, Indian goods, and all other 
supplies for the use of the Department of 
War, be made by and under the direction of 
the Treasury Department. 


On January 7, 1794, President Wash- 
ington recommended to Congress that 
a Purveyor of Public Supplies be ap- 
pointed to discharge such duties. This 
was authorized by an act approved on 
February 3, 1795. The Purveyor of 
Public Supplies was later directed to 
execute supply orders from the Secre- 
tary of War and Secretary of Navy. 
The office of Purveyor was abolished in 
1812. 

Subsequently, from time to time, 
cities and states considered the plan 
and several sporadic attempts were 
made to establish it. But the move- 
ment gained little impetus until almost 
the beginning of the present century. 

The present-day trend of progress in 
government is unmistakably toward 
greater centralization of responsibility. 
Twentieth-century “reform” programs 


omg Centralized Purchasing in Governments of 
United States and Canada 


By Russe. Forses 
- ar) Research Secretary, National Association of Purchasing Agents, New York City 


on 


in governments have almost invariably 
proposed centralization as the future 
“sailing-chart” to guide the ship of 
state into less troubled waters. One of 
the byproducts of this general trend in 
government is the centralized method 
of buying. 

The District of Columbia is usually 
credited with having established the 
first full-fledged municipal purchasing 
agency which survived the experimen- 
tal stage. The purchasing agency 
established for the city of Washington, 
D. C., in 1896 has operated continu- 
ously ever since. In 1897 the state of 
Iowa appointed a Board of Control and 
gave it authority to supervise all pur- 
chasing for the penal and charitable 
institutions of the state. Oklahoma 
was the first state to try centralized 
purchasing for the entire state organi- 
zation. In 1910 the Oklahoma State 
Board of Supplies was charged with 
purchasing all supplies for all state de- 
partments and institutions. 

From these beginnings, centralized 
purchasing has been extended to all 
branches of government in the United 
States and Canada. At the present 
time, the centralized method of buying 
is followed in 36 states, 3 provinces, 50 
counties in the United States, and 196 
cities in the United States and Canada. 
The Federal Government of the Do- 
minion has provided an organization 
for centralized buying and the United 
States Government practises central- 
ized contract-execution. 

The fact that, once tried, the cen- 
tralized method of buying has seldom 
been abolished is one of the strongest 
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arguments in its behalf. The state of 
North Carolina adopted centralized 
purchasing for its state institutions in 
1917, but repealed it in 1921. The city 
of Brandon, Manitoba, reverted to de- 
centralized purchasing after trying 
centralization for a number of years, on 
the ground that the latter was “too 
expensive a luxury.” These are the 
only two examples, as far as is known, 
of reversion to decentralized purchasing 
after trial of the centralized method. 


PRESENT Status OF MOVEMENT 


1. In National Governments Lio. 
A. Canada 


The Federal Government of the Do- 
minion of Canada since the outbreak of 
the World War has made marked prog- 
ress toward centralization of govern- 
ment purchases. In 1915 the War 
Purchasing Commission was estab- 
lished to purchase all war material. In 
1918 the scope of this agency was ex- 
tended to include other than military 
supplies, but it was still considered as a 
war-time or emergency arrangement. 
In 1920 the name of the Commission 
was changed to the Purchasing Com- 
mission of Canada. In 1923 the form 
of organization of the Commission was 
materially altered and its name was 
changed to Government Contracts 
Supervision Committee. 

The present Committee is composed 
of three cabinet officers who are jointly 
responsible for determining the policies 
of the Committee. Policy-execution is 
delegated to the Secretary of the Com- 
mittee, who is virtually the purchasing 
executive. On account of the highly 
complex nature of the task, the many 
obstacles encountered, and the exten- 
sive area involved, this agency was not 
able to assume control over all pur- 
chases at a single step. Under its 
present form of operation, however, 
the Committee is performing a worth- 
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while work and has already progressed 
far toward complete centralization of 
purchasing for the Federal Government. 
The Government Contracts Super- 
vision Committee purchases all orders 
over $500 in amount, and in some cases 
permits the using agencies to place 
their own orders for lesser amounts. 
Supervision is exercised over practi- 
cally all purchases at the present time. 
Much has been accomplished also in 
simplifying existing methods of pur- 
chase and in codrdinating purchasing 
activities among the using agencies. 
As an illustration of the savings ef- 
fected by centralized purchasing in the 
Dominion of Canada, the results in the 
purchase of coal may be cited. Prior 
to the fiscal year 1922-23, coal had 
been purchased for the government- 
owned buildings by the various using 
agencies scattered from the Atlantic to 
the Pacific. The Purchasing Commis- 
sion bought all coal for the year 1922- 
23 on competitive bids in definite 
quantities for delivery at a definite date 
to the points of consumption. Labor 
costs were comparatively stable, but 
coal prices had shown a steady increase — 
over the previous year. Yet in only a 
one province—Manitoba—was the 
price paid by centralized buying an in- — oe 
crease over the price paid the prev ious a 
year. In all other provinces, prices 
paid were from 4 to 25 percent less. 
Considerable time will elapse al 
the Government Contracts Supervision _ 
Committee will effect an orderly and 
well-regulated procedure. But the 
Dominion Government has already 
made considerable progress in the right _ 
direction. 


B. The United States 


The Navy Department, the Post 
Office Department, and the Marine 
Corps have for a number of years main- 
tained purchasing bureaus for procur- __ 
ing all supplies needed by their 
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respective services. In the Navy De- 
partment purchases are made by the 
Bureau of Supplies and Accounts, 
which likewise audits invoices. This 
plan secures very effectually the fiscal 
supervision essential to sound buying. 
The Treasury Department has within 
the past two years reduced its buying 
agencies from fifteen to five. The 
Department of Agriculture in July, 
1923, appointed a Supervisor of Pur- 
chases and Sales, who will supervise the 
activities of the forty-eight separate 
buying agencies of the Department of 
Agriculture until legislative authority 
can be secured for further centraliza- 
tion. The Department of Commerce, 
too, has just taken steps to consolidate 
its various buying agencies into a cen- 
tral office. 

All coal used by the Federal Govern- 
ment in the District of Columbia has 
been purchased and distributed since 
1918 by the Government Fuel Yard, 
operated as a branch of the Bureau of 
Mines, in the Department of the In- 
terior. 

The experience gained by the Fed- 
eral Government in the World War 
pointed out the need for greater co- 
ordination in departmental activities, 
including supply procurement. Ac- 
cordingly, a Chief Coérdinator of 
General Supply, who had filled a simi- 
lar rdle for the American Expeditionary 
Forces, was appointed by the Director 
of the Bureau of the Budget. Under 
the Chief Coérdinator, eight codrdinat- 
ing boards are now operating. One of 
these, the Federal Purchasing Board, 
composed of one representative of each 
of the executive departments and in- 
dependent establishments, has no 
authority whatever to purchase as a 
board. But it has already accomplished 
a great deal in bringing about a better 
understanding between departments of 
their mutual supply problems, and in 
their procurement methods. 
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Since 1910 all supplies nti in the 
District of Columbia by all executive 
departments and independent estab- 
lishments of the Federal Government 
have been bought on contracts exe. 
cuted by the General Supply Commit- 
tee. The General Supply Committee 
operates as a branch of the Treasury 
Department, but its personnel consists 
of one representative of each of the ten 
executive departments. The Commit- 
tee issues annually a “General Sched- 
ule of Supplies,” in which are listed the 
source of supply and the price to be 
paid for each of the 20,000-odd supply 
items needed annually by the Federal 
Government in the District of Colum- 
bia. The Committee has no authority 
to buy a single item except the limited 
supplies needed in its own offices. 
Each department and _ independent 
establishment buys what and when it 
pleases, the only restriction being that 
all purchases must be made from the 
source of supply and at the prices fixed 
by the Committee’s annual contracts. 
This regulation applies only to supplies 
consumed in the District of Columbia; 
all field services of all departments buy 
without such restriction. 

This system is a decided improve- 
ment over the “make and break” 
method formerly followed whereby the 
various departments were competing 
against each other for the same supplies 
in the same market with funds kept ina 
common purse! But contract-execu- 
tion as carried out by the General Sup- 
ply Committee has several obvious 
shortcomings. The dealer does not 
know what total quantity of any com- 
modity will be purchased in the fiscal 
year, whether it will be purchased by 
the dozen or in carload lots, or at what 
season of the year the bulk of the orders 
will be placed. Consequently, to pro- 
tect himself he submits a bid suffi- 
ciently high to guard against all 
contingencies, such as price fluctua- 


j 
j 
= 
ne 
‘ 
a 


» 
tions, etc. The Government in many 
cases pays practically retail prices. 

These shortcomings of contract-exe- 
cution under the General Supply Com- 
mittee were pointed out by an object 
lesson in centralized purchasing just 
recently concluded, through the joint 
efforts of the Chief Coérdinator, Fed- 
eral Purchasing Board and General 
Supply Committee. The tire and tube 
requirements of the government serv- 
ices in the District of Columbia and for 
two field services for a period of three 
months were consolidated and a bulk 
order placed for definite quantities de- 
livered at a definite shipping point at a 
definite time. By this method of real 
centralized purchasing, $30,000 was 
saved on one single order, or 27 per 
cent. The Government paid $89,000 
for tires and tubes which would have 
cost $109,000 for the same quantity 
and quality if purchased under the 
running contracts of the General Sup- 
ply Committee. Since that time sev- 
eral kinds of paper used by the 
domestic services have been similarly 
purchased at savings ranging from 15 
to 25 per cent under the prices for the 
same quality of papers fixed in the 
General Supply Committee’s annual 
contracts. 

Two bills are to be considered by the 
present session of Congress, which, if 
passed, would materially change the 
present procurement plan of the Fed- 
eral Government. One would create a 
Bureau of Supply, independent of all 
departments, to be responsible for pur- 
chasing all supply items used in the 
District of Columbia, except those 
which may be specifically exempted by 
order of the President. The other is 
just now being prepared for introduc- 
tion to Congress. It is expected to 
extend to the General Supply Com- 
mittee authority to purchase in addi- 
tion to its present function of 


contract-execution, and to create a 


revolving fund, to be — as the 
“General Supply Fund,” which would 
provide the means for purchasing and 
paying for the supplies in advance of 
reimbursement from the accounts of 


the using agencies. It would also en- 
able the purchasing agency to take ad- 
vantage of favorable market conditions 
for buying. 

The supply requirements of the 
Federal Government, both domestic 
and field services, amounted to $250,- 
000 last year. 

The services of the Federal Gov 
ment in the District of Columbia use 
annually supplies amounting to about 
ten million dollars, or 4 per cent of the 
total. The object lessons above de- 
scribed and the experiences of other 
governments would indicate that from 
one to two million dollars might be 
saved annually by centralized purchase 
of this proportion of the Government’s 
shopping list. The standardization of 
specifications by the Federal Specifi- 
cations Board facilitates the stand- 
ardization of supply items. The 
proximity of the various using agencies 
and the comparative uniformity in 
supply requirements are added factors 
in favor of the plan. 


2. In States 


Centralized purchasing has already 
made progress in the provinces of the 
Dominion of Canada. 

British Columbia buys all supplies 
for all departments and institutions of 
the province through a central agency 
which is operated as a bureau of the 
Finance Department. Close fiscal su- 
pervision over award of orders is main- 
tained by the Comptroller-General and 
no order is issued unless funds are 
available to defray the cost. 

Manitoba and Nova Scotia have 
adopted identical laws to govern pro- 
vincial purchases. The purchasing 
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agency in each province is a bureau 
in the Department of Public Works. 
This central agency buys all supplies 
for all provincial departments and in- 
stitutions, except that in Manitoba 
stationery supplies are purchased by 
the King’s printer in the office of the 
Provincial Secretary, and supplies for 
government-owned public utilities are 
procured independently. 

The King’s printer of the province of 
Ontario buys supplies for all depart- 
ments except highway supplies and 
materials for construction projects. 
Institutional supplies are procured by 
each separate institution under super- 
vision of the Provincial Secretary. 

Saskatchewan, New Brunswick and 
Quebec have purchasing bureaus in the 
Department of Public Works which 
buy some supplies for other depart- 
ments. Purchasing has not been cen- 
tralized, however, to any considerable 
extent in these provinces. 


B. In the United States 


Centralized purchasing has made 
remarkable progress in state govern- 
ment in the United States. At the 

present time, 36 or three fourths of all 
the states maintain a central purchas- 
ing agency for all state departments, 
state institutions, or both. The recent 


development and present trend are in- 


dicated by the fact that of the 36 states 
to adopt centralized purchasing, 28 
have done so in the past decade and 18 
in the past five years. 

A change in purchasing methods is 


- today an issue in several additional 


states. Of the twelve state legislatures 
- in session this year, three—Virginia, 
South Carolina and Louisiana—are 


* considering legislation to establish cen- 


tralized purchasing or to strengthen the 
existing supply system. Movements 
are on foot in Connecticut, North 
Carolina and Nevada to introduce 


similar measures at the next legislative 


session. The centralized method of 
buying is a “going” factor in state 
government today. 

Of the purchasing agencies operative 
in 36 states at this time, 6 buy only for 
state institutions, 6 for some state de- 
partments or institutions, and 24 for all 
branches of the state government. 

In addition, the states of Georgia, 
North Carolina, South Carolina and 
South Dakota buy all state printing 
supplies through a central office. For 
purposes of this classification, however, 
we have considered as “centralized” 
only those states which buy through a 
central agency all kinds of supplies 
either for state departments or state 
institutions, rather than one kind of 
supplies for the entire state govern- 
ment. 

Several states have exempted one or 
more using agencies from central pur- 
chasing jurisdiction. In some states, 
the department of education is ex- 
empt; in others, the state university; 
and in others still, highway supplies are 
purchased independently. 

Three main types of organization are 
followed in the state purchasing agen- 
cies: (1) separate department; (2) bu- 
reau in another department; and (3) 
under board or commission. Figure I 
(See Outline Map, p. 277.) shows 
graphically the extent of centralized 
purchasing in state government and 
the form of organization followed in 
each state. 

The organization in the various 
states may be summarized as follows: 


1. Separate Department 


Montana 
New Hampshire 
Pennsylvania 


2. Bureau in Another Department . 


(a) Department of Finance 
California 
Massachusetts 

(1) 
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It will be noted that the state of 
Nebraska is listed under two groups. 
This state is unique in maintaining two 
separate purchasing agencies, each 


Figure I 
— 
ASS 
SS N 
YS NAS 
BSSSS 
WAN XY EN Wy “ WSS 
MWS 
» 
WS 
° 
1. Separate Department. 2. Bureau in another 4 
Department. 
Aa Ohio operating independently of the other. 
Tennessee The purchasing bureau in the Depart: 
Utah ment of Finance buys practically all 
Vermont supplies for the state departments. 
~~ Washington The State Board of Control purchases 
_ (b) Department of Public Works = for all state institutions except the state .: 
university and normal schools. 
is > Prior to the creation of the Bureau of 
- Board or Commission Purchases in the Department of Public | 
Alabama Nebraska (2) 
. tere Works in Illinois in 1917, all state pur- 
Arizona New Jersey 
North Dakota chasing agencies had been either sepa- 
OL Objahome rate departments or under a board. 
Gm Indiana Oregon The present trend is markedly 
Towa Rhode Island location of the purchasing agency asa 
Kansas Texas wo Che bureau in some department of the state 
Kentucky Virginia government. Idaho and Illinois have 
Maryland West Virginia placed it as a bureau in the Department 
Wisconsin of Public Works, on the assumption 
Wyoming that the department, which is by far 


the largest using agency, should have - 
supervision over all purchases. Eight — 
states, as shown above, have recognized — P: 
as a fiscal operation by 
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placing it under the Finance Depart- 
ment. With extensive codérdination 
between the Finance Department and 
the purchasing agency, centralized 
purchasing can and does contribute 
greatly to accurate budget keeping. 

State agencies of purchase are oper- 
ating successfully under each of the 
various forms of administration. The 
least satisfactory type of organization 
is likely to be the ex officio board 
or commission. When state officials 
serve ex officio on a purchasing board, 
their duties in this capacity are a mere 
side line to that for which they are 
regularly appointed or elected and are 
likely to be performed rather per- 
functorily. 

Space will not permit a full discus- 
sion of the many interesting methods 
followed by state purchasing agencies. 
The Division of Purchasing in the state 
of Washington has worked out a system 
of contract buying, which merits con- 
sideration, however, for it is not only 
unique in public buying, but seems 
highly practicable. 

Automotive equipment and supplies, 
for example, are purchased on a yearly 
contract. The state is given a certain 
definite discount from the current 
wholesale market price at the time and 
place of purchase. The state’s require- 
ments for the year are estimated for 
each commodity covered in a contract, 
which enables the vendor to base his 
discount on a certain anticipated vol- 
ume of business. The state can buy in 
any quantity desired at any time of the 
year, and is thus spared the necessity of 
storing in bulk. The vendor is pro- 
tected against a sharp price increase, 
for the price charged the state fluctu- 
ates with market changes. But when- 
ever and wherever bought, the state 
secures the benefit of a discount from 
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the current wholesale market price. 


Coupon books are printed by the 
_ supplying firm for all automotive sup- 
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plies covered by the contract. A cou- 


pon book is carried by every state 
truck driver. By presenting a coupon, 
which is signed by the state purchasing 
agency and countersigned by the sup- 
plying firm, the truck driver can secure 
a new tire or a supply of gasoline with- 
out exchange of money. The state is 
charged for this purchase according to 
the discount from the market price at 
the time of purchase as established by 
the contract. 

A similar method is followed for 
twenty-two leading supply items used 
by the state. In the majority of pur- 
chases, the using agency itself requisi- 
tions the supplies as they are needed 
from the supplying firm with whom the 
state has concluded a contract. 

In the first eighteen months of the 
operation of the Washington state pur- 
chasing division, an average saving of 
10 per cent was effected. Automobile 
tires and tubes are now being purchased 
at a discount of from 35 to 40 per cent 
from the list prices, and about 10 per 
cent from the wholesale price. The 
cost of operating the purchasing divi- 
sion is about $1,550 monthly, and the 
monthly purchases average $300,000. 
The per cent cost of operation is there- 
fore one half of one per cent. 

This discussion has been included to 
show what can be accomplished and is 
being accomplished in state buying. 
Other states, such as New Jersey and 
California, have made enviable rec- 
ords for efficiency. The Washington 
method, which is both unique and 
practicable, is undoubtedly worthy of 
more widespread application to other 
branches of public purchasing. 


3. In County Government 


As far as is known, not a single rural 
municipality in the Dominion of Can- 
ada has adopted centralized purchas- 
ing. In a few instances, some one or 
more commodities are bought centrally, 
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but no bona fide purchasing agencies are 
known to exist. 

Counties in the United States also 
have made little progress in this direc- 
tion. An extensive survey has shown 
only fifty-two counties in the entire 
United States which at present main- 
tain purchasing agencies. 

The size and organization of the 
usual county government should adapt 
itself very readily to centralized buying. 
The various using agencies are in most 
counties within sufficient proximity to 
facilitate central storage and distribu- 
tion. The central office can readily 
visit the using agencies and study at 
close range their precise supply needs, 
an important factor which is difficult to 
carry out in some state units. The 
greatest future development of cen- 
tralized purchasing is undoubtedly in 
county government. 


4. In Cities 


An exhaustive survey has just been 
made of the extent of centralized pur- 
chasing in the cities of the United 
States and Canada. At the present 
time 196 cities over 10,000 population 
have provided the necessary legal au- 
thority to establish the centralized 
method of buying. Of this number, 
172 are cities of the United States and 
24 of the Dominion of Canada. The 
progress of the plan is the more remark- 
able in that it is almost altogether a 
product of the present century. 

In several cities centralized purchas- 
ing exists in name only. The necessary 
ordinance and charter provisions have 
been enacted, but the provisions have 
been disregarded on account of an un- 
sympathetic attitude of the administra- 
tion, on account of “politics,” or for 
other reasons. But for the most part, 
centralization is a vital factor in the 
supply system of the cities. 

The educational system of our cities 
is in the majority of cases practically 
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autonomous. The supply require- 
ments of the Department of Education 
are almost universally exempted from 
the jurisdiction of the central agency. _ 
In some of the larger cities, such as — a 
Cleveland, Ohio, the school system it- 
self maintains a central purchasing 
agency separate from and independent _ 
of the municipal purchasing office. ay 
The city-manager movement has lent 
a tremendous stimulus to centralized 
buying. Since this form of adminis- f 
tration stands for centralization in re- _ 


a city-manager government. Of 
100 cities of the United States and © 
Canada over 10,000 population A. a 
city-manager government, 79 hav 
adopted centralized purchasing. In 
the majority of city-manager cities of 


manager himself does the buying. In 
larger cities, a purchasing agent is ap- 
pointed by the city manager to be in 
charge of the purchasing office, but 
responsible to the chief administrator, — 
as are the other city officials. a 
Figure II (See Outline Map, p. 280) 
has been especially prenared to be 
graphically the extent of centralized 
purchasing in municipal government. = 
The upper figure in the circle refers to 
the number of cities in each state a Ft 


province with provisions for centralized 
purchasing. The lower figure shows 
the percentage of the total urban popu- ey 
lation of the state represented by the oe 
total population of those cities having — ee 
centralized purchasing. For example, — Le 
sixteen cities of California operate Ory 
central purchasing agencies. The total a 
population of these sixteen cities rep- vi 
resents 76 per cent of the total urban 
population of the state (1920 census 
figures). The shading of each state 
is intended to reflect the percentage He 
of the urban population having ae 
benefits of centralized purchasing. 
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PERCENT OF URBAN POPULATION. 


SUMMARY 
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CANADA 


NUMBER OF CITIES 
UNITED STATES 


ERCLNT OF URBAN POPULATION. 
NUMBER OF CITIES... 


OUTLINE MAP SHOWING PRESENT EXTENT OF 
CENTRALIZED PURCHASING IN CITIES OF UNITED STATES AND CANADA 
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e following table classifies the 
cities with centralized purchasing into 
six population groups, according to the 
latest available census figures: 


Unrrep States | CANADA 
10— 30,000.... 75 16 
30- 50,000. ... 
50-100,000.. . . 4 
100-300,000... . 29 2 
Over 500,000... . ll 0 
172 24 


The table following refers only to 
cities in the United States with provi- 
sion for centralized purchasing. It 

: shows the total number of cities in each 
population group, the total number 
with centralized purchasing in each 
group, and the per cent of this number 
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2. Bureau in some one department of 4 a 
city government. 
3. Under mayor or city manager directly. 
4. Under a commission or board of city * 
officials. 
5. Under city council or city commission 
as a whole. A 


The plan has worked out successf ully 
with each of the above types of organi- a a 
zation. The most unsatisfactory ad- 
ministration is likely to be undera 
board or commission, or under the 
legislative body of the city asa whole, 
for the same reasons discussed above _ ; 
under the subject of state purchasing. 


Savincs Errecrep 


The matter of savings is difficult to _ 
determine with exactness. As a gen- an 
eral conclusion, based on the experi- 
ences of many cities, centralized pur- es = 
chasing will save from 10 to 15 per cent 
if practised on a sound businesslike is ‘= 


to the total number in the group: basis. The surest method of deter- 
No. or Crrtes Per CENT WITH 
Popu.ation Group 1992 CENTRALIZED CENTRALIZED 
PURCHASING PURCHASING 


It is interesting to note in this con- 
nection that all cities over 300,000 
, population have provided for this 
method of buying, with the exception 
of Newark, N. J., and Buffalo, N. Y. 


ForM oF ORGANIZATION 


Municipal purchasing agencies are at 
present operating under five main 
forms of organization: 


Separate department of city govern- 
ment. 


mining savings is to compare the prices __ 
paid for certain commodities during the | 
first year of centralized buying with the 
prices paid for the same commodities 
the preceding year by using agencies _ 
buying independently, price fluctua- 
tions, of course, being considered. 4 

A central purchasing bureau was _ 
established in Pittsburgh, Pa., in 1910. | 
Market prices remained reasonably — 
stable, so that the differences in prices _ 


paid are to be attributed to the differ- _ 
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ence in buying method. The following 
table shows the savings in actual dollars 
and cents on certain supply items: 


$50,000. These figures are. only repre- 
sentative. No attempt has been made 


to select extraordinary savings. They 


Price Non- Price 
< ARTICLE CENTRALIZED Centrauizen | PER Cent 
PURCHASING Purcuasina | SAVED 
$8 .50 doz. $4.90 doz. 48 
Batteries, dry cells (Columbia)............... .19 to .45 each .18 each 44 
Electric fans, Emerson, 15-inch............... 27 .50 each 15.75 each 43 
1.25 gal. .56 gal. 66 
Underwood typewriters No. 5................ 99.00 each 92.25 each 7 
Cascara compound tablets (Wyeth Bros.), 5 
Jenkins globe valves, 2-inch.................. 2.39 each 1.44 each 40 


It will be noted that the majority of 
the items listed above are some specific 
trade brand or patented article. The 
saving cannot be charged against pur- 
chase of inferior quality. 

Dayton, Ohio, established a munici- 
pal purchasing agency in 1913. The 
following table shows the prices paid 
through the central agency with those 
paid for the same article during the 
previous year by using agencies buying 
independently : 


might be multiplied indefinitely from 
the experiences of many other cities in 
various sections of the country and 
under various forms of administration. 

Although not a reliable index to 
comparative efficiency, the per cent 
operating cost of purchasing agencies is 
valuable to show that the savings are 
not imaginary and are not offset by the 
cost of buying. The operating cost of 
purchasing in fifteen representative 
cities last year is shown in the following 


css = 


Price Non-CentTRAuizep | Price CenTrRAuizep | Per Cent 
PURCHASING PURCHASING SavED 
A certain office form. ............ $13.75 M. $7.00 M. 50 
3.50 box .65 box 82 
Typewriter paper................ 1.25 box box 57 
Typewriter ribbons.............. ‘seach ty .25 each 67 
Rubber bands................... 4.00 Ib. 1.35lb. | 67 
1.00 M. 25 M. 15 
12.00 to 22.00 M. 2.70 M. 85 


table. These cities of varying sizes, 
operaiing in various sections of the 
country, under various forms of ad- 
ministration, and with different prob- 


The city and county of San Francisco 
established a bureau of supplies in 
duly, 1923. In the first two months of 
its operation, the bureau saved over 
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lems of supply, purchased supplies 
amounting to thirty-six and one-half 
million dollars, at a cost of $419,000. 
The cost of purchasing was, therefore, 


only 1.14 per cent. 


ardization of specifications, supervision 
of tests for determination of quality, 
keeping alive to market trends, and = 
locating the best source of supply— 


2,701,705 2,300,000 42,000 1.8 
158,976 562,000 10,140 1.8 
Davenport, lowa.......... 56,727 300,000 3,480 1.1 
NS 993,678 9,500,000 70,000 .74 
Fort Worth, Texas........ 106,482 500,000 5,000 1. 
Indianapolis, Ind.......... 314,194 771,000 15,750 2.4 
Los Angeles, Calif......... 576,873 1,400,000 22,300 1.6 
Milwaukee, Wis........... 457,147 3,000,000 32,000 1.06 
Minneapolis, Minn. ....... 380,582 3,000,000 27,500 75 
New Orleans, La.......... 387,219 750,000 15,000 2. 
Philadelphia, Pa........... 1,823,779 5,566,000 60,000 1.08 
ae 588,343 2,500,000 41,730 1.6 
772,897 2,745,000 25,500 .92 
Watertown, N. Y.......... 31,285 200,000 2,400 1.2 


EssENTIALS OF A SounD PurRc HASING 
SYSTEM 


The success or failure of a purchasing 
agency for government depends largely 
upon the personnel of the executive 
force or the executive force of the 
personnel, the legal framework of the 
system, and the co-operation of the 
various using agencies. Experience of 
many governments has shown that the 
following provisions are essential to 
a realization of the benefits involved: 

1. Divorcement of Politics from Pur- 
chasing. To bring about this end, a 
long program of education is necessary. 
The general public and public officials 
must gain a fuller appreciation of pur- 
chasing as a profession requiring pro- 
fessional training. Everyone can buy, 
it is true, but some can buy better than 
others. Although the purchasing proc- 
ess is a simple one, it involves elements 


these are problems of modern-day pur-— 
chasing, which the uninitiated cannot) 
cope with successfully. 
The typical purchaser for govern- ae 
ment of a generation ago had only one 
qualification—loyalty to a political 
party. Unfortunately, this condition — 
has not been entirely obviated. The | 
office of public purchasing agent is still 
looked upon in some governments asa 
“political plum.” Expenditure of the __ 
large amount required annually for 
supplies should be entrusted only toan 
executive who makes a business of _ 
buying rather than of vote-getting. 
The purchasing agent in government 
should be appointed on merit. Prior _ 
purchesing experience either for indus- — 
try or government should be required. __ 
His appointment should be for an in- 
definite tenure, dependent only upon © 
results. He should be assured of the 
position as long as he can “produce the 
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goods,” irrespective of change of ad- 
ministration. He should be required 
to secure competition on orders, but 
should be granted discretionary power 
to determine what is the “best bid.” 

Orders and contracts should be 
awarded only on a basis of dollars and 
cents, and not on the basis of political 
patronage. 

Instances may be cited where cen- 
tralizing the purchasing only central- 
ized the dishonesty in contract-award. 
But with the proper fiscal control and 
with an enlightened public opinion to 
back it up, dishonesty and graft can be 
eliminated from public buying. A cen- 
tral purchasing agency becomes the 
focal point of the public searchlight. 
Irregularities may be much more easily 
detected in a single office than in 
several agencies buying under the de- 
centralized plan. 

2. Fiscal Supervision Over Purchas- 
ing. Inthe average government, from 
one third to one half of the annual 
revenues are spent for supplies, mate- 
rials and equipment. Purchasing is 
essentially a fiscal operation. It should 
therefore be subject to fiscal supervi- 
sion. 

Every order should before issue be 
entered as an encumbrance against the 
appropriation of the using agency or 
agencies affected. This acts as a safe- 
guard both to the government and to 
the vendor. The vendor is assured 
that funds are in the treasury to pay his 
invoice when it is submitted, for the 
amount encumbered can be used for no 
other purpose than to discharge the 
government’s obligation. The gov- 
ernment is assured that each service is 
living within its means and is not ex- 
ceeding its appropriation. 

This plan contributes very materially 
to accurate budget keeping. In a well- 
ordered budget plan, a certain amount 
is appropriated for supplies, materials 
and equipment. Centralized purchas- 


ak 
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ing simplifies the duty of the chief 
fiscal officer in adhering to this plan, 
for he need coérdinate his efforts with 
only one buying agency instead of with 
a multitude of agencies, each buying for 
its own branch. 

With the encumbrance system, funds 
are available for paying invoices 
promptly and saving the regular dis- 
counts. Several governments are now 
defraying about two thirds the operat- 
ing cost of the purchasing agency with 
the cash discounts saved on invoices, 
Invoices should be checked by the pur- 
chasing office with the amount of order 
and with the receipt notice from using 
agency, and then rechecked before pay- 
ment by the chief fiscal supervisor, 
This operates to prevent duplicate 
payment, which formerly was not at all 
unusual. 

3. Standardization of Supplies. Un- 
less supplies can be standardized, cen- 
tralized purchasing results in having 
one office place many small orders 
instead of a few large orders. Buying 
in bulk for the needs of an entire gov- 
ernmental organization secures lower 
prices and usually elevates quality. 
When a government places an order for 
a certain commodity in large quantity, 
it becomes a “big buyer.” Whole- 
salers, jobbers, and even manufacturers 
compete for government business, 
whereas retailers secure the business in 
most commodities as long as each de- 
partment places its own orders for 
small lots. 

Before orders can be bulked, quality 
standards should be determined for use 
by the government organization, and 
specifications for the commodities in 
common use should be standardized. 
This does not mean that all depart- 
ments must be satisfied with a certain 
standard regardless of their precise re- 
quirements. Standardization should 
be extended only to those commodities 
common to the needs of many using 
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agencies. Utility should always gov- 
ern. Successful standardization should 
have, for its principal ingredient, com- 
mon sense, plus careful study of the 
ultimate use of each article. 

The purchasing office should have 
authority to call upon technical experts 
in the government employ for advice on 
standardization. It should be required 
to enlist such assistance. Standards 
should represent the wishes of the 
majority of using agencies, rather 
than the caprice of any one indi- 
vidual. 

The purchasing executive should 
have access to the available laboratories 
of the government to have tests made 
of samples submitted with bids, of 
deliveries, and in arriving at the proper 
quality in standardization. 

The above provisions do not, of 
course, prescribe all the rudiments of a 
purchasing procedure. But without 
these which have been mentioned, a 
purchasing system cannot even ap- 
proximate the potential economies in- 
volved in centralization. 


CONCLUSION 


Pe 


American commerce and industry 
some time ago came to realize that 
purchasing methods and _ technique 
have a most important bearing on the 
potential profits of business. As long 
as our industrial fabric was composed 
of many small units with little compe- 
tition, the greater emphasis was placed 
on the sales methods. But with the 
tremendous growth of our business life, 
and the tightening up of competition, 
came the necessity of reducing the over- 
head expense of operation. Purchasing 
agencies were established to procure as 
economically as possible the supply 
elements involved in commodity pro- 
duction. Today in the United States 
alone over 15,000 business organiza- 
tions follow the centralized method of 


Purcuasine IN GovrRNMENTS 


buying. It has long since passed the 
experimental stage in commerce and 
industry. 

Two centuries of experience ae 
required to conv ince us that govern- 


business methods of corr 
Government, it is true, differs — 


conducted on a non-profit-making ba- 
sis. Government has no product 
cept the service rendered to its cor- __ 
porate members. Its only concernhas 
been to “make both ends meet” by eye 
keeping expenditures within the range 
of revenue. It declares no dividend ie 

and cuts no “melons.” But the over- 
head cost of production of service acts 7 ; 


as a “left-handed dividend.” Each | 
taxpayer is a stockholder in the busi- — 
ness of government. When the operat- 
ing cost of government is reduced, the __ 
taxes of each stockholder are conse- oe 
quently reduced in amount, or the — 
service rendered is correspondingly 
increased. 
The centralized method of purchas- 
ing has shown that it will reduce supply 
cost from 10 to 15 per cent if allowed 
to operate without political interference 
and according to strict business prin- 
ciples. Since the supply element con- 
cerns the expenditure of from one third ‘¢ 
to one half of all taxes paid in the i 
average government, it is therefore of | a 
vital import to the individual taxpayer fe 
that this sum be expended so as to | 
furnish as nearly as possible 100 cents’ | 
value in service for every dollar col- | 
lected intaxes. Theaverageresulthas 
demonstrated that the annual tax bill _ 
may be reduced over 5 per cent if the 
centralized method of buying is prac-  __ 
tised with sincerity. “Ss 
Centralized purchasing is non-parti- _ 
san. It will work under either political ; 
party and under any existing form of __ 
governmental administration. Itspast 
record is not made up altogether of © 
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successes. Its present operation, even 
under the most favorable circum- 
stances, leaves much to be desired. 
But the results already accomplished 
and the present widespread extent of 
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its application in the governments of 
Canada and the United States should 
commend it to every stockholder in the 
business of government as a powerful 
factor in tax reduction. 


of Printed Forms and 


By C. L. Barnum 


Consulting Management Engineer, Pleasantville, N. Y.; formerly Director of Technical Service, 
American Writing Paper Company 


HE words standardization and 
simplification are often used 
interchangeably with the same intent 
by different people. The use of the 
word simplification in place of the 
word standardization may be due to 
the fact that the word standardization 
connotes to a great number of people 
an expression of inflexibility that the 
word simplification does not. 

Any standards are subject to change 
and should be changed when either the 
conditions of their use may change or 
new influencing factors or elements are 
discovered. 


SIMPLIFICATION THE Basis OF 
Sranparps For Printep Forms 


There are two methods of arriving 
at standards: the arbitrary method, 
building up from an analysis of ele- 
ments and relating these elements 
according to rules established by formu- 
lae without regard to custom or prece- 
dent; or the more practical one of 
simplification of existing practice. 

The latter method of simplification 
has been followed in the standardiza- 
tion of forms and stationery both in 
the few existing national standards 
and in the more numerous specific 
standards of particular organizations. 


STANDARDIZATION OF PRINTED Forms 
Drvipep into THREE Parts 


The subject of standardization of 
printed forms and stationery may be 
divided into three separate parts: © 

1. The makeup Be 

2. The size 

3. The kind of paper 

The first two, the makeup and the 
size, are partially interdependent; the 
third, the kind of paper, has some but 
not a dominant relation to the other 
two. 

Makeup has to do with the design or 
the arrangement of the type, rulings, 
etc., and the matter to be entered or 
written upon the form. 

Size has to do not only with the size 
of the finished piece but with the size 
of the sheet of paper from which it is 
cut. 

The kind of paper has to do with the 
class, grade, weight, color and finish 
of the paper used. 


STANDARDIZATION OF MAKEUP 


The standardization of makeup re- 
quires consideration of uniformity of 
type faces, rulings and spacings and 
uniformity of arrangement and se- 
quence of the same or similar matter. 

There is no standard guide for make- 
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STANDARDIZATION 


up. Uniformity and consistency is 
the best practice. The Government 
Printing Office has established stand- 
ards for United States Government 
work, and the British Government has 
set up standard type faces and com- 
position for government publications. 

The Railway Accounting Officers’ 
Association have standardized the 
makeup and size of different railroad 
accounting forms and the National 
Association of Purchasing Agents have 
adopted a standard invoice, the stand- 
ards including the arrangement as well 
as the size. 

The standard 3} x 8} check recom- 
mended by the American Bankers’ 
Association is an excellent example of 
what standardized makeup means. 
It was found that standard checks 
with the name, amount, etc., always 
in the same position could be sorted, 
counted and added in one-fourth the 
time that it takes to handle the usual 
run of checks. 


STANDARDS FOR RULINGS 


There are no general standards for 
the spacing of rulings. Loose leaf 


and blank book manufacturers use 


horizontal spacing varying by odd 
fractions from three to six lines to the 
inch and vertical spacings from four 
to ten to the inch. 

A great number of times, it is desired 
to get a specific number of entry lines 
on a particular size of form with the 
result that the space available is di- 
vided so as to provide the required 
number of rules without regard to any 
standard spacing. 

The standard typewriter writes six 
horizontal lines to the inch and spaces 
ten characters to the inch across the 
page. This gives a basis for standard 
spacings on printed forms where type- 
writing predominates; but where hand- 
writing is used this spacing is hardly 
large enough unless small compact 


cs 
or Printep Forms 


letters or figures are made, a require- 
ment that would be both inefficient —_ 
and unwise to impose upon the average 
person making entries on forms. 
General practice, though not stand- 
ard practice, is to make horizontal 
rules four to the inch and vertical rules uy . 
eight to the inch. This also makes es os 
possible the use of quad ruled paper, 
procurable at any stationer,asalayout 
sheet in designing new forms, an excel- 
lent procedure unless typewritten en- 
tries are made. 


Brnpinc MarGins 


The amount of binding margin 
necessary, depends entirely on the kind 
of binding and the type of binder used. __ 
Binders or punchings for loose leaf __ 
binding vary to such a degree that itis __ 
only possible, within a particular _ 
organization, to obtain uniformity by 
applying simplification to the matter 
of the binders used. ie 


GENERAL RuLEs IN STANDARDIZING 
Makeup 


The following general rules should _ 
be considered in standardizing make- _ 
up: 

1. Every form should have a name that => 
should appear as a prominent heading on = 
the form. 

2. The form number and name of organi- == 
zation should always appear but should be | 
subordinated both in appearance and con- __ 
spicuousness. 

3. Reference titles or indexing informa-_ 
tion should be placed at either the top or 
bottom right corner of form. 

4. Figures or information to be tran- 
scribed or summarized should be so placed 
that the form or forms may be handled _ 
with the left hand. _% 

5. Spaces for transcribing entries from 
one sheet to another should be in the same __ 
relative position as to sequence of entries. _ 

6. For typewriting, horizontal rules ae 
should be three or six to the inch or omitted — 
entirely, vertical rules in units of one-tenth — 
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inch. For handwriting horizontal rules 
four to the inch and vertical rules units of 


one-eighth inch. 


The standardization of paper sizes 
was exhaustively studied by a Com- 
mittee on Simplification of Paper Sizes 
appointed by the Bureau of Standards. 
The membership of the committee was 
made up of representatives from differ- 
ent national associations. The recom- 
mendations of this committee were 
presented in an open conference held in 
Washington in June, 1923, and were 
approved unanimously. These stand- 
ards are now recommended by the 
Bureau of Standards and have been 
adopted by practically every national 
association interested in paper. These 
standards include standards for book 
publishing, magazines and periodicals 
as well as standards for general printing 
purposes and for forms and stationery. 
The stock sizes are as follows: 


STANDARDIZATION OF SIZE 


25x38 — 38 x 50 


a 


Standard stock book paper sizes for 
general printing purposes: 
26 x 29 — 29x 52 32 x 44 — 44x64 
35 x 454 


Standard stock sizes of bonds and writing 

papers for general printing and lithography: 
17x22 — 22x34 

— 98x84 a 

— 24 x 88 

The three sizes 17x 22, 17x 8, 
19 x 24 and their doubles provide a 
wide range of sizes for forms, some of 
which vary by a quarter inch or less, 
Some of these sizes are shown in Table 
I below. 

There are so many available sizes 
that cut without waste from these 
sheet sizes that practically any series of 
finished sizes may be worked out for a 
single institution. It is also at times 
possible to limit all sizes to those that 
cut from either one or two of these sheet 


sizes. 
The 8} x 11 letterhead cuts without 


TABLE I—Sranparp Bonp anp Warittne Paper Sizes 


Aaa 17x22 | 2x34 17 x 28 28 x 34 19 x 24 24 x 38 
OOaFs os’ 11x17 17 x 22 4x17 17 x 28 12x19 19 x 24 
Gem..... 8'/2x 11 ll x17 8'/.x 14 14x17 9'/, x 12 12x 19 
x 75/16 | 75/16 x 17 x 95/16 | 115/16 x 14 9'/,x8 12 x 125/; 
11 11 x 115/16 55/,x14 9/15 x 17 x 12 8x19 
4'/,x 11 8'/, x 11 7x 8'/, 7x17 4°/,x 12 9'/,x 12 
5'/, x 8'/2 x17 14 x14 6 x 6:19 
55/5 x 75/16 | 75/16 x 115/s6 55/5 x 99/16 x 115/16 6/6 x 8 8 x 125/; 
4°/s xX 8'/; x ll 5°/16 x 81/2 x14 4°/, x x 12 
55/, x 5'/; x 115/16 55/,x7 7x 115/16 6/9 x 6 6 x 125/s 
x x 115/16 33/s x 5*/ie X 115/16 x8 x 125/s 
15 out «| x | x x 9/1 4°/, x 6/ | 8 
4/, x 5'/_ x 7 7x 8'/, 4°/,x6 6 x 
x 55/5 x x 55/5 55/5 x 9/16 4x 6/1 65/16 x 8 
x x x7 5/16 x 8'/, 3*/, x6 4/, x 9'/; 
x 47/5 x x 6/,x 7 4/, x 6 x 
24 out..... 3°/, x /ig x 7 4°/, x 4 x 6 x 
28 out ee x 5'/; x 43/15 4x4'/, 43/16 x 7 x 4°/, 5°/,x 6 
28 out | x 2/,x7 4x 8'/; x 6 x 9/2 
$2 out... 2'/, x 23/,x 8'/, x7 x x 6 8x 9/3 
$2 out..... 2/,x 4'/, 5/, 4/4 #/,x 3 4/,x6 
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waste from the 17x22 sheet size. 
The standard invoice form of the 
National Association of Purchasing 
Agents is 8} inches wide and 7, 11 or 14 
inches long, using either the 17 x 28 or 
the 17 x 22 sheet. 


TRIMMED Sizes SHOULD BE 
UNIFORM 


The measurement of a number of 
forms supposedly 8}x 11 will show 
dimensions varying from 8} x 10} to 
the full 84x11. Where forms are 
run four or eight up on a sheet the 
amount of trim is not as great as when 
run one up and then trimmed all 
around after padding. 

In order that all finished sizes may 
be uniform, one-sixteenth inch trim all 
around, one-eighth inch each dimen- 
sion, should be allowed on all forms up 
to 8} x 14 and one-fourth inch above 
this size. 


STANDARDIZATION OF KIND OF PAPER 


The word kind as applied to paper 
is so inclusive as to be confusing. It 
is sometimes used to express a class of 
paper as a bond, ledger, book, etc., 
and it is also used to include all the 
grades of a class. 

A classification of paper has been 
made by a subcommittee of the Com- 
mittee on Simplification of Paper Sizes. 
The different classes of paper have 
been defined partially by their charac- 
teristics and partially by description 
of their use. 

The characteristics of paper are de- 
pendent on the kind and character of 
materials that are used and the process- 
ing of these materials into paper. 
Before the introduction of the type- 
writer and modern business methods 
as we now know them, there was a dis- 
tinct definable difference between 
classes of paper. With the introduc- 
tion of present day methods, the range 
of grades within a class became so 


broad that an overlapping of bean 
resulted. These classes still have — 
tinguishing characteristics 
the relationship of these characteristics 
will vary. 


STANDARDIZATION OF GRADE 


Some commercial terms such as _ 
100 per cent rag or 50 per cent rag 
Bond or No. I or No. II Sulphite are a 
sometimes used to distinguish different 
grades of the same class of paper. 
These terms are very broad and cannot 
be considered “standards.” 

The greatest difficulty in establishing 
grade standards has been in establish- ie 
ing testing standards. Humidity is re 
the greatest single influencing factor in — or 
testing paper and, as it is necessary to 
test paper in a laboratory with hu- _ 
midity control, standard specifications _ 
for grades of paper could only be 
adopted by those who were preparedto 
equip a laboratory or to whom an © ual 
equipped laboratory was available. : 

Grade standards or grade specifica- oS 
tions have been adopted by a number — . 
of different agencies but these stand- 
ards or specifications have not been Be 
made uniform on account of the lack | 
of uniformity of testing methods. _ 
Standards of tests are now being pre- 
pared by the Technical Association of ae 
the Pulp and Paper Industry. fy 

The United States Government, New 
state of New York, the city of New 
York, and other governmental agencies — 
have been purchasing paper on — . 
cation for some years. The Common- _ 
wealth of Pennsylvania has been en- 
gaged for the past year in ——— 
standards both with the view of ob- 
taining the economies of standardiza- 
tion and with the view of establishing a 
uniform standard available to all states. 
The United Typothetae of America 
has also been engaged on establishing 
standard physical qualities for different 
of bond and and 
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when completed this will be the first 
national association to adopt stand- 
ards. 


QvuaALiTIEs OF PAPER TO BE CONSID- 
ERED IN EsTABLISHING STANDARDS 


There are many characteristics or 
physical qualities to paper which must 
be considered with reference to estab- 
lishing standards for printed forms. 
Briefly, these are the strength (folding, 
tearing, tensile and bursting), perma- 
nence or life, opacity (or transparency), 
stiffness, finish, absorbency, bulk, 
shrinkage, color, weight and surface 
qualities after erasure. Some of these 
qualities are produced in a greater or 
lesser degree in producing others, and 
until standards of manufacture are 
effective, economic standards for use 
for printed forms must be based on 
average existing conditions of these 
quality relationships. 

Standards made for a specific case 
must therefore be based on a few pre- 
dominating qualities, classes of paper 
being determined according to the 
grouping of a few specific qualities 
and the grade being a matter of degree. 

By this means it is possible to make 
an arbitrary zoning of grades and se- 
lecting the zones of greatest densities 
as indicative of average conditions, 
base standards on these average quali- 
ties. 


Necessary Grapes DETERMINED BY 
ANALysis or Use RequiREMENTS 


On account of the wide range of 
grades of commercial papers, an in- 
dividual organization can only arrive 
at standards by analyzing the require- 
ments of specific use. 

In setting these standards it must be 
remembered that paper purchased in 
smal] quantities costs more per pound 
that in larger lots and setting standards 
fora specific paper for every use may 
“a result i in an additional total cost. 
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A large manufacturing organization 
analyzing its requirements found that 
over eighty-five items of paper were 
necessary to fill all of its needs specifi- 
cally. On the other hand, twenty-two 
items filled the requirements of 85 per 
cent of its needs. It was further found 
that with one exception the twenty- 
two items could be considered standard 
and used for all requirements at a less 
purchase cost, besides saving the addi- 
tional expense of the investment in 
eighty-five items and the storage and 


handling charges. 


For purposes of analysis use may be 
divided into four factors: 

1. Longevity—the length of time 
the paper must resist deterioration or 
decay, which dictates the life required 
of the paper. 

2. Treatment—the amount and char- 
acter of handling, folding, abrasion, 
exposure to weather, dirt, or industrial 
fumes, together with the method of 
filing, binding or carrying. This will 
dictate the amount and kind of physi- 
cal strength necessary in the paper. 

3. Impress—the method used in 
placing the reading matter, decorations 
or rulings on the paper. This will dic- 
tate the qualities of finish, absorbency, 
penetrability, shrinkage and erasure. 

4. Appearance—the sense appeal in 
the paper itself. This is rarely a factor 
in printed forms except as to being 
distinctive—with reference to color; 
representative—of from whom sent, to 
whom sent, or the message contained. 


Four Factors or 


WEIGHT 


For printed forms, the number of 
carbon copies, the tendency of large 
lightweight sheets to curl and dog-ear 
at the corners and opacity are the usual 
factors that will dictate the weight. 

Within certain limits there is a defi- 
nite ratio of to in 


290 
| 
| 
| 
“| 
| 
| 
| 


and ledger papers, so a choice is some- 
times presented between a lightweight 
high-grade paper and a heavier weight 
lower grade paper. 

The weights of bonds, linens, ledgers 
and flat writings are expressed by the 
weight of a ream of 500 sheets 17 x 22, 
this weight being called the substance 
number. 

The standard substance numbers 
adopted by the National Paper Trade 
Association April 17, 1917 are 13, 16, 
20, 24, 28, 32, 36, 40 and 44. 

As the substance weights of other 
classes of paper are based on other sizes, 
the National Paper Trade Association 
and the American Paper and Pulp 
Association have recommended the 
adoption of the plan proposed in 1922 
by S. L. Willson, special paper expert 
of the Bureau of Standards. This plan 
proposes the use of a sheet size 25 x 


= of Centralized Purchasing in New Jersey 


B* a statute enacted in 1916, the 
power to purchase all supplies, 
material and equipment for use of or 
to be used by all state boards, com- 
missions, departments, institutions or 
other subdivisions of the state govern- 
ment of New Jersey, is vested in the 
State House Commission, consisting of 
the Governor, State Treasurer and the 
State Comptroller. 

This power is exclusively vested, the 
only statutory exceptions made being 
purchases of material for the construc- 
tion or maintenance of highways, for 
the construction of, additions to or 
alterations of buildings, and for the 
construction and maintenance of 
bridges. 

The State House Commission, how- 


By Joseru M. Corie 
=. Assistant State Purchasing Agent, New Jersey State Purchasing Department 


40—1,000 square inches and substance 
weights on this basis in steps of 10 and 
25 pounds. 


LarcE Savines PosstBLe IN 
STANDARDIZING Forms ara 


It is difficult to express quantita- 
tively the savings possible in standard- 
izing forms. The increased facility 
in handling and reduction in invest-— 
ment cannot be measured, but the — 
actual reduction in printing bills may. — 
A saving of at least 20 per cent may 
be made in paper costs and 10 per cent — 
is small for the printing costs. Thou- 
sands of dollars have been saved in 
small organizations and in the case Z: 
one railroad over $200,000 was a 
and New York State reduced its print-_ 
ing bill $453,000 standardiza- Me 

tion. 


ever, upon application made and for 
sufficient reason, may exempt any 
other items from purchase through the _ 

centralized department, or may exempt Bs 
all items for any particular sub-division > 

of the state government. 

The statute provides that the State 
House Commission shall execute its _ 
provisions through the State Purchas- 
ing Agent appointed by the Governor 
for a period of five years, which a 
pointment has to be confirmed by the 
state Senate. It also prov ides that all A 
other assistance needed in this work be 
furnished from the competitive classi- 
fied list of the Civil Service Commis- 7 
sion. 


The power to purchase carries with it | 


the authority to make any and all rules 
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or regulations necessary for the opera- 
tion of the statute. It also provides 
for the use of any and all laboratories, 
apparatus or technical personnel that 
may be deemed necessary to properly 
carry on the work of purchase, and the 
State House Commission has the fur- 
ther authority to fix periods for which 
all agencies must make known their 
requirements, to standardize and clas- 
sify all items to be purchased, to con- 
struct or lease and maintain warehouses 
or store-rooms, and to change, alter, 
add to or substract from any applica- 
tion for purchase made by any sub- 
division of the state government which, 
for the purposes of the act, are desig- 
nated as state agencies. It is also 
provided that each agency may have 
one representative on an advisory 
board, which board shall advise and 
co-operate with the State House Com- 
mission in all matters of purchase, 
adoption of standards or preparation of 
specifications. In the event that any 
item requested for purchase does not 
meet with the approval of the State 
House Commission, the agency re- 
questing such purchase may be given 
a hearing to show the necessity for such 
purchase. No money may be paid out 
of the state treasury for any purchases 
made unless in accordance with the 
provisions of this statute, and any 
contracts for purchase made contrary 
to its provisions are void and without 
effect. 

In order to qualify for appointment, 
the Purchasing Agent had to have 
practical purchasing experience in ei- 
ther private or public employ, and this 
requirement was met in the appoint- 
ment of the first Purchasing Agent in 
April, 1916, whose experience covered a 
period of over twenty years in the tex- 
tile and mercantile fields, and who is 
now serving his second term in the 
office. 


A Work1nec Basis 


At the outset, it was determined, asa 
matter of policy, to follow as closely as 
possible the procedure in force in pur- 
chasing for the various state agencies 
prior to the enactment of this statute. 
Accordingly, the advisory board was 
organized and divided into groups, each 
group having allotted to it a certain 
portion of the work, making all the 
necessary arrangements and prepara- 
tions for the purchase of the items so 
allotted. When all of the items, which 
numbered in excess of 3,000, were 
finally classified, the divisions were as 


follows: 
1. Food Supplies 
2. Clothing Supplies, Material an 


Equipment 

3. Household Supplies, Material and 
Equipment 

4. Medical and Surgical Supplies, 
Material and Equipment 

5. Farm, Stable and Grounds Sup- 
plies, Material and Equipment 

6. Fuel, Light and Power Supplies, 
Material and Equipment 

7. Repairs Supplies, Material and 
Equipment 

8. Miscellaneous Supplies, Material 
and Equipment 


The first periods were fixed, the nec- 
essary applications filed and proposals 
solicited through newspaper advertis- 
ing. It was soon learned, however, 
that this method was not the most 
practicable nor economical. This was 
due to the fact that the sources of sup- 
ply were restricted to the area of circu- 
lation of the various newspaper 
publications and, consequently, after 
the first year, the Department availed 
itself of the provisions of another stat- 
ute which relieved it from this method 
of soliciting proposals. In the mean- 
time, however, a mailing list of con- 
siderable proportions was acquired, 
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The next step in the operation of the 
Department was the development of a 
zone system in which institutions were 
grouped geographically and bidders 
were permitted to submit proposals on 
any item in a zone, but not on any 
single institution. This procedure de- 
veloped the fact that bidders were 
taking the “cream” or easy delivery 
points and neglecting the outlying in- 
stitutions. After much consideration 
a definite policy was decided upon and 
a state unit basis of bidding adopted. 
This also included a line item basis as 
well. The first effect of this procedure 
was to insure the smallest unit getting 
the same price advantage as the larger 
unit, and this method is still in force. 

The beginning of the World War 
made necessary the abandoning of 
nearly all the standards and specifica- 
tions that had been adopted, and dur- 
ing that period, as well as during the 
period immediately following the close 
of the war, the Department was in a 
“sellers’ market” and had to take such 
terms and had to purchase under such 
conditions as sources of supply saw fit 
to impose. The high tension under 
which the work of the Department had 
to be carried on and the terrific mental 
strain necessary to properly function 
during this period, demonstrated that 
some policy must be adopted that 
would definitely and positively assure 
all state agencies of their supplies when 
needed. This meant ability to pur- 
chase when the items were to be had 
and a place to keep them until needed. 
In other words, it brought forcibly to 
the attention of the Department the 
idea of warehousing. 

The institutions of New Jersey, for 
the purposes of distribution from a 
central warehouse, are ideally situated. 
The state has good rail connections to 
all points and a most excellent highway 
system providing good roads for truck- 
ing. It was, therefore, decided to es- 
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tablish a warehouse in the capital city — 

of the state, Trenton, and an invest- 
ment of $58,800 was made intheestab- 
lishment of a warehouse in that city. | 
The wisdom of this action was soon 
demonstrated, and from the very be- 
ginning this feature of the work has 
been a success. With the central 
house, a means of caring for the 
quirements of institutions had na 
provided and a further development of 3 

this thought later brought about the ee 
establishment of a storeroom in the a 
State House, for the supplying of allthe _ 
necessary stationery requirements for © 
the commissions, departments, etc., 
located in the city of Trenton. This, | 
likewise, has proved a success. ; 


Maxine State Business ATTRACTIVE 


Being assured of proper facilities for 
handling deliveries, the Department 
next concentrated its attention upon — 
the sources of supply, and it found that 
the best sources of supply could not be 
interested in state business because 
there was nothing about the business to | 
make it desirable; conditions were so 
exacting as to be in conflict with 
modern business practice, payments of : 


bills were delayed beyond a reasonable 
time, and other features entering into 
the business made it wholly one sided, 
every protection being given the state 
and no consideration being given the 
sources of supply. This charge is true a 
of nearly every public purchasing > 
agency. The makers of the laws, = 


their anxiety to protect the treasury, 
see fit to so hamper and restrict, by — 
statutory regulations, the operations of be 

the buying power as to almost nullify 
any effort made along good business 
lines. 
Therefore, in New Jersey, it was de- __ 
cided that our business must be made 
attractive; that governmental i 


tape” must be eliminated as far a 
possible; that quantities, terms of pay- ai 
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ment, and shipping conditions must be 
brought in conformity to business 
practice, and everything done to inter- 
est origina! sources of supply, eliminat- 
ing jobbers, commission agents and 
small wholesalers, to the end that the 
rock bottom or best possible price 
would be procured. 

The first step was to provide a way 
to discount state bills. This was done 
by the establishment of a purchase 
fund of $250,000, from which purchases 
could be made at any time and checks 
in payment issued directly and within 
the discount period. Next, it was nec- 
essary to create sufficient volume to 
attract the original sources of supply. 
This was likewise accomplished. And 
last, but as equally important, it was 
necessary to so adopt standards and 
specifications as to enable the source of 
supply to honestly comply with them. 
In this connection, the state of New 
Jersey learned that the manufacturer 
knows better than the consumer of 
what component parts his products 
should be manufactured and, therefore, 
in adopting a standard or writing a 
specification, this Department not only 
calls upon its own technical advice, but 
also requests the assistance and advice 
of the sources of supply. 

Every one has heard of the specifica- 
tion that called for belting to be made 
from steer hides, and, as every one 
knows, it was humanly impossible to de- 
termine, from the manufactured prod- 
uct, whether it was made from steer 
hides. And every purchasing agent 
appreciates how ridiculous such a 
specification is, but it is a fact that ina 
vast majority of instances where public 
departments have prepared specifica- 
tions, they are, in the main, just as 
ridiculous as this leather belting speci- 
fication. The writer has examined 
hundreds of standards and specifica- 
tions in use throughout the country and 
knows that a very small percentage are 


really effective or mean - 


Therefore, New Jersey felt that in ad- 
dition to a specification, its business 
would have to be founded with a cer. 
tain degree of good faith between the 
sources of supply and the state. We 
are not altruistic, but we believe that if 
a source of supply knows that it will be 


treated honestly, fairly and justly by | 


the purchaser, such source of supply 
will give honest, fair and just treat- 
ment to the purchaser. If, however, 
we find that this good faith is lacking in 
any source of supply, we have a means 
of penalizing, and this is a very effec- 
tive process of eliminating such source 
of supply from the list of desirables, 
forever. Of course, this method would 
not be effective if the business was not 
desirable, but as stated, the business of 
the state of New Jersey has been made 
desirable by bringing it in conformity 
with private practice and, therefore, all 
our sources of supply keep faith with 
us. 


DEPARTMENTAL CO-OPERATION 


In the organization of the Depart- 
ment it was also found necessary to 
give considerable attention to the per- 
sonnel of the department. No organi- 
zation can endure without the spirit of 
organization, and the true spirit of 
organization should be founded in 
justice. The personnel of the State 
Purchasing Department knows that it 
will be justly treated and, conse- 
quently, each individual unit of the 
Department is the Department. Their 
allotted tasks are carried on in the same 
manner and with the same spirit as if 
the business were their own individual 
interest. .So, with the sources of sup- 
ply properly aligned, with the depart- 
mental personnel earnest and efficient, 
there remained to complete the organi- 
zation, the co-operation and assistance 
of the using agencies. The Department 
threw itself into this work whole-heart- 
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ine. edly and sincerely, having as its slogan 
siness “Our part of the Government is in 
a on serving you.” Personal contact was 
nthe had with every individual agency, from 
We __ time to time suggestions were adopted, 

: constructive criticism was invited, good 


will established, courteous treatment 


a made uniform, and every possible in- 
ipply ducement held out for co-operation, 
treat. | With the result that in New Jersey the 
ever, Purchasing Department has the ear- 
ingin nest co-operation of all the using agen- 
neans cies. There is no friction, there are no 
effec. | jealousies, and there is no dissension. 

ble How THE DeparTMENT OPERATES 

call Now, having shown the history and 
5 not purposes of the organization, I cite the 
ss of mechanics of the operation of New 
nade | Jersey's Purchasing Department. 
mity Next in authority to the Purchasing 
e, all Agent is the Assistant Purchasing 
with Agent who, in the absence of his supe- 


rior, can act for and in his behalf, whose 
duty it is to be familiar with the various 
‘i state statutes, the operation of which 
may in any way effect purchasing, who 


oy is further charged with the conduct of 
per- the office and its routine business. He 
many must prepare all statements and give 
it a such statistical information as may be 
a required, as well as carry the responsi- 
i bility for advice to his superiors on all 
tate purchases made and for all acts or 
.t it omissions of the personnel. Next in 
may authority is the chief clerk who has 
the supervision over the office personnel, 
we subject to superior authority, and who, 
ae in addition, supervises and prepares 
= for purchase all applications for medi- 
ual cal and surgical supplies, material and 
up- equipment, certain independent agen- 
aa cies whose work is varied, and all the 
mt, requirements necessary to the conduct 
ais of the state’s manufacturing industries. 
na Next come four price-quotation clerks, 
at each with an assistant, which assistant 
at is a clerk stenographer. One of these 


has supervision over all requests a 
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food supplies, farm, stable and grounds ae 
supplies, material, and equipment; 
another, clothing and household sup- © 
plies, material, and equipment; a third, - 
fuel light and power, current repairs, 
supplies material, and equipment; and ae 
the fourth, departmental requirements 
consisting chiefly of office supplies, 
printing, stationery, etc. Miscellane-— 
ous items that are not readily classified o 
into any of the above groups are al- > ss 
lotted to each of these price quotation 
clerks in such order as to make them 
compatible with the classifications and 
to evenly balance the work of the De- 
partment. We also maintain an ac- 
counting and statistical division 
consisting of two accountants and three © 
clerks. This is necessary to comply 
with the provisions of certain New Jer- > 
sey laws making it mandatory that 
funds be available before obligations —_ 
may be incurred; that is, no order may _ 
be placed with a vendor unless the 
Comptroller of the Treasury has certi- 

fied that there is money to pay for such 
order. It is apparent that this necessi- __ 
tates a bookkeeping system. We also 
have a traffic and stores manager, ] 
whose duty it is to arrange for the re- | 
ceiving, storing and distributing of such 
items of purchase as may be consigned __ 
to the state warehouse. He is likewise 
responsible for the motor equipment of © 
the Department, for any information in 

reference to routing, freight rates or 
other transportation questions that may 
arise in connection with any purchase. 


FINANCIAL SAVINGS 


The volume of business placed annu- © 
ally through the purchasing depart- | 
ment has averaged about $4,500,000. : 
However, due to legislation covering 
items manufactured under the State . 
Use System of Industries, and due to | 
taking over the purchase of equipment =—> 
that has heretofore been released, the — 
volume of business during the current 
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fiscal year will be about $5,000,000. 
This figure does not include the pur- 
chase of such items as have been pre- 
sented to the Department and which, 
upon examination, it was found could 
be purchased locally or to the same 
advantage by the agency itself, which 
items approximate annually about 
$100,000. These purchases, which are 
known as Direct Authorization Pur- 
chases, consist chiefly of fresh fruits 
and vegetables, fresh fish, eggs, or other 
perishables, and special items of techni- 
cal equipment for laboratory or other 
work that is not purchased in any vol- 
ume. The total cost of operating the 
Department warehouse, storeroom and 
transportation, was $60,996.47, or a 
percentage cost of slightly in excess of 
1 per cent. 

By reason of the Department's facili- 
ties for handling the commodities as 
shipped, and its ability to receive them 
at one central point, the Department 
has effected savings in the purchase of 
canned goods shipped directly of from 
25 per cent to 30 per cent, and these 
items will total about $45,000 in the 
annual volume of business. The sav- 
ings on textiles will average, over the 
various lines, 15 per cent on a total 
volume of purchases amounting to 
$200,000. No mention need be made 
of volume purchasing on such an item 
as electric light lamps which in New 
Jersey amounts to $10,000 a year, 
carrying the National Electric Lamp 
Association discount of 33 per cent. It 
is apparent to anyone familiar with this 
commodity that the advantage of in- 
creasing the volume is decidedly shown 
in the increased discount allowed. The 
records of the Department further 
demonstrate, on seventeen major items 
of food such as meats, flour, butter, 
rice, etc., the net price paid which, 
compared with the net market price for 
the same period, shows an annual sav- 
ing over 000 on these 


The element of saving in atid due to 
the purchase of all the requirements for 
all the agencies at one time, while not 
adaptable to an actual computation in 
dollars and cents, is undoubtedly of 


some consequence. It is apparent that 
if twenty institutions use flour, the re- 
quirements of these twenty institutions 
can be more easily purchased in one 
movement than in twenty separate 
activities. Original sources of supply 
will seek the business of the consumer 
where it is only necessary to do business 
through one channel, while the same 
original sources of supply will not di- 
vert their sales efforts through twenty 
or more channels. This, in_ itself, 
makes the business of furnishing sup- 
plies more attractive if the purchases 
are centralized. It is, unquestionably, 
a distinct advantage to a smaller in- 
stitution to obtain its supplies at the 
same cost as a larger institution, and in 
this combining of requirements into the 
greatest “bulk,”’ economies are neces- 
sarily effected by such advantage of a 
reduction in cost price to the smaller 
consumer. 


CONFERENCES Usinc AGENCY 


Another way in which economies 
may sometimes be effected is by con- 
ference with the using agency prior to 
the formal request for purchase. It 
sometimes develops that such using 
agency will need, for a particular pur- 
pose, a piece of equipment or certain 
material and will have full knowledge 
of the purpose to be accomplished, but 
will not be clear as to the exact thing to 
be purchased. In instances of this 
kind the Purchasing Department, by 
its more varied experience and better 
contacts with sources of supply and 
technical information, can, at times, 
suggest the very item desired. I recall 
one instance where, for certain spraying 
work, it was thought a certain type of 
hose could be used, provided such hose 
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was made to comply with a very rigid 
specification. The Department desir- 
ing the use of this item sought informa- 
tion from other places where the same 
kind of work was being done, and the 
hose suggested seemed to have been 
the most satisfactory equipment to be 
used in this work. When the matter 
was first called to the attention of the 
Purchasing Department, the need be- 
ing urgent, about 6,000 feet of hose was 
purchased at a cost slightly in excess of 
$1 per foot. As soon as this spraying 
work was started, the Purchasing De- 
partment sent its consultant to the 
place where the work was being done 
for observation and recommendations. 
As a result of this action, when the oc- 
casion next arose for the purchase of 
6,000 feet of this hose, the Purchasing 
Agent was able to suggest to the using 
agency the substitution of a certain 
size pipe for this work, which the De- 
partment consultant tried out and 
found would serve the same purpose as 
hose. As a result, instead of an ex- 
penditure of over $6,000 for the same 
kind of hose, the second purchase was 
for pipe at a cost of slightly in excess of 
$700. In actual use, the pipe served 
the same purpose, and from that time 
the using agency was able to do its 
work at considerable less expense. 
This incident was no reflection on the 
using agency, as it had followed the 
practice adopted, but it remained for 
the Purchasing Department, in this 
line of work, to determine whether the 
methods used were the best and most 
economical. I recall ancther instance 
in the purchase of two pieces of ma- 
chinery, one at a cost of approximately 
$2,400, and the other about $600. The 
using agency, from its information, felt 
that to properly do its work both ma- 
chines would be necessary. In this 


instance, a consultant of wide experi- 
ence was brought in, and by conference 
with the using agency representatives 
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and demonstrations, it was clearly 
pointed out that by certain adjust- 
ments to the smaller machine the re- 
sults desired could be obtained and the 
higher priced machine entirely elimi- 
nated. The suggestion was followed 
and the purchase made accordingly. 


EXxcHANGING SurpLus PROPERTY TO 
ADVANTAGE 


Further economies have been ef- 
fected through the Purchasing Depart- 
ment acting as the medium of exchange 
of surplus property from one agency to 
another. While this procedure has not 
been sanctioned up to this time by stat- 
utory regulation, and there is no abso- 
lute authority vested in the purchasing 
agent to so function, he has, neverthe- 
less, been able, by agreement between 
the various agencies, to arrange many 
transfers of property on a basis that 
was satisfactory to all the agencies 
concerned. This line of activity is sub- 
ject to considerable development in 
public purchasing fields, and it is surely 
a function of the purchasing agent to be 
informed of surplus property and ar- 
range for its disposition so as to bring 
the greatest good to the state. We 
anticipate the enactment of legislation 
in New Jersey that will give wider au- 
thority along this line, and that will 
undoubtedly tend toward greater econ- 
omies. 

The next step in the development of 
centralized purchasing in the state of 
New Jersey will be to bring the service 
of supply more closely to the agencies 
to be supplied. The plan under con- 
sideration comprehends the establish- 
ment of supply depots at such 
advantageous points in the state as 
will bring to any agency a needed item 
of supply within the shortest possible 
time and with the least possible ex- 
pense. Geographic locations of the 
various institutions will make this plan 
possible in New Jersey, and it only re- 
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mains to work out the details. Should 
it succeed, as it would seem at this time 
it will succeed, the writer believes that 
the question of supplies for New Jersey 
agencies will have reached the point of 
the highest efficiency at the lowest 
possible cost. 
th conclusion, the operation of cen- 


Results of the Pennsylvania Plan for Standardization 
and Purchasing Supplies 


By Watrer G. Scorr 


a ae _ Director of Standards and Purchases, Department of Property and Supplies, 
Commonwealth of Pennsylvania 


N examining the Pennsylvania plan 

for standardizing and purchasing 
supplies, two things must be taken into 
consideration: the method in use prior 
to June 7, 1923, and the present prac- 
tice in bringing about such standard- 
ization and purchasing. 

Before the adoption of the present 
Administrative Code, the law provided 
for an appropriation for the purchase 
of supplies. This appropriation was 
administered by the Board of Com- 
missioners of Public Grounds and 
Buildings, consisting of the Governor, 
Auditor-General and State Treasurer, 
together with a superintendent as the 
supervising officer. The Board re- 
ceived from the various departments, 
boards and commissions a list of the 
commodities needed for one year. 
This list was to include furnishings, 
fuel, stationery and furniture. It was 
then arranged as a schedule of supplies 
and, after being advertised for three 
weeks, the awards were made to the 
lowest bidders. This schedule con- 
tained a number of brand or trade- 
mark names of the closed bid type, and 
in this way made difficult competitive 
bidding. This, however, was all in 
accordance with the law. | 
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tralized purchasing in New Jersey nec. 
essarily depends upon the heartiest 
co-operation of all the agencies with the 
central office. This co-operation is had, 
and the State Purchasing Department 
is at all times free ta acknowledge its 
appreciation to the other state agen- 


Scheduled commodities were bought 
and paid for from the appropriation to 
the Board of Commissioners of Public 
Grounds and Buildings with no super- 
vision of expenditures as to depart- 
ment allocation. Items not included 
in the yearly schedule nor anticipated 
at the time of the making of this 
schedule were purchased by inviting 
proposals from at least two responsible 
bidders, and their bids were submitted 
to the Board of Commissioners of 
Public Grounds and Buildings, for 
approval or disapproval, and were paid 
for in the same manner as the scheduled 
items. Due to the early demand of 
certain departments, the Board of 
Commissioners of Public Grounds and 
Buildings usually wound up their 
appropriation period with a_ large 
deficit. Many articles were carried in 
large quantities in the storeroom at 
Harrisburg, Pa., for distribution. These 
articles were subject to requisition by 
departments with the result that the 
various departments ordered material 
regardless of cost and oftentimes car- 
ried a large stock of material in their 
own department. 

It must be realized that all the 
various departments, boards and com- 
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missions were given their own appro- 
priation by the General Assembly, for 
the purchase of material necessary to 
the activities of their department, not 
included in the yearly schedule, hence 
each department also did some pur- 
chasing at its own discretion. 


CHANGES WROUGHT BY THE CODE 


The procedure just outlined, for the 
purchase of supplies, was specifically 
changed by Act 274 of the General 
Assembly of 1923, and known as the 
Administrative Code. This Act cre- 
ated the Department of Property and 
Supplies to replace the Department of 
Public Grounds and Buildings in the 
purchase of supplies. The Act pro- 
vided further for the allocation of the 
appropriation for general purchases 
covered by yearly schedule given to the 
Department of Property and Supplies, 
to the different departments, boards 
and commissions. In addition to these 
general provisions, Section 507 pro- 
vides as follows: 

Purchases: It shall be unlawful for any 
administrative department, other than the 
Department of Property and Supplies, or 
for any independent administrative board 
or commission, or for any department 
administrative body, board or commission, 
or for any advisory board or commission, 
to purchase any furniture, materials or 
supplies except: 

(a) The Department of Health, which 
shall have the right to purchase medicines, 
medical and surgical supplies required by 
the department, and furniture, materials 
and supplies for the tuberculosis sanatoria 
maintained by the department. 

(b) The Department of Highways, which 
shall have the right to purchase materials, 
supplies and equipment necessary for the 
construction and repair of highways. 


The Administrative Code imposes on 
the Department of Property and Sup- 
plies the following powers and duties in 
regard to standards and purchases, as 
enumerated in Section 2103: 
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(a) To formulate and establish standard 
specifications for all articles, materials and 
supplies used by the administrative depart- 
ments, boards and commissions and by 
state institutions: provided, however, that 
no specification shall be fixed as a standard 
until it shall be approved by the head of the 
administrative department, board or com- 
mission or of the state institution using the 
article, material or supply described in the 
specification. 

(b) To enter into contracts for supplying 
all stationery, printing paper and fuel used 
in the legislative and other departments of 
the Government, and for repairing and 
furnishing the halls and rooms used for the 
meetings of the General Assembly and its 
committees. All such contracts shall be 
awarded to the lowest responsible bidder 
below such maximum price and under such 
regulations, not inconsistent with this Act, 
as may now or hereafter be prescribed by 
law, and shall be subject to the approval of 
the Governor, Auditor-General and State 
Treasurer. 

(c) To purchase in like manner all other 
furniture, materials or supplies required by 
the legislative or other departments of 
the state government, except as otherwise 

provided in this Act. 

(d) To act as the purchasing agency for 
any department, board or commission 
which by law is authorized to purchase 
materials or supplies and pay for the same 
out of fees or other moneys collected by it, 
or out of moneys specifically appropriated 
to it by the General Assembly. 

(e) Upon request of any state institution 
to act as the purchasing agency for such 
institution. 

(f) To collect and furnish, on request, 
market prices and such other information 
as will be serviceable in purchasing to any 
department, board or commission, or any 
institution receiving state funds directly 


or indirectly. 


IMPROVEMENTS SINCE ADOPTION _ 


The time which has elapsed between 
the adoption of the Administrative 
Code and the writing of this article has 
not been long enough in which to show 
very many marked improvements 
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Property and Supplies. The state will 
in time benefit greatly through a cen- 
tralized program of purchasing and 
through the adoption of specifications 
that are now being worked out. The 
steps that have been taken so far have 
brought about three marked improve- 
ments: 

In the first place, there is the alloca- 
tion of the Department of Property 
and Supplies’ appropriation to the 
different departments, boards and com- 
missions for the purchase of scheduled 
and special supplies mentioned hereto- 
fore. This, however, does not include 
the purchases through the Department 
of Property and Supplies each depart- 
ment can make of commodities from its 
own appropriation. If a department 
desires to make a purchase it must 
request the Department of Property 
and Supplies to act as its agent. The 
allocation has resulted in the depart- 
ments knowing exactly how much they 
can spend for supplies to be received 
from the yearly schedule. They know 
that if their allocation is overdrawn 
that they must explain to the Execu- 
tive Board, which was also created by 
the Administrative Code, why it was 
necessary for them to overdraw their 
allocation. 

In the second place, as every de- 
partment is trying to keep within its 
allocation, the purchasing officer is now 
able to know, monthly, what the ex- 
penditures have been and what balance 
is shown for future expenditures, by 
each department. Another marked 
result is centralizing the purchases 
brought about by acting as purchasing 
agent for the various departments, 
boards and commissions in the pur- 
chase of commodities which they can 
pay for out of their own appropriations. 
The purchasing officer is now better 
able to tell what commodities have 


been by the dif- 


ferent departments and in this way 
can secure better prices on items that 
are common to all. The purchase of 
gasoline and automobile tires, just 
contracted for, and many other like 
items when it is advantageous to make 
contracts, places our Department in 
better position to establish standards 
and specifications. 

The standardization of commodities 
has been started by the Department, 
following wherever possible the stand- 
ards established by the Bureau of 
Standards at Washington, D.C. The 
Department has thus far established 
about twenty specifications or stand- 
ards of its own, such as the classifica- 
tions of paper, pencils, tablets, desk 
pads, paper weights, erasers, penhold- 
ers, desk trays, typewriters, waste 
baskets, desks, chairs, tables, ink, 
furniture, wrapping paper, twine and 
others. All of which will result in a 
saving. For example, the Department 
carried about sixteen different grades 
of typewriter paper which have been 
reduced to five, giving a paper as a 
standard to meet all the wants and 
needs of the various departments. 

This standardization is brought about 
through the organization of a General 
Standardization Committee consisting 
of a representative from each depart- 
ment, board and commission of the 
state government who shall have the 
power to approve or disapprove any 
standards or specifications submitted 
to them for such approval. The form- 
ing of this committee was brought 
about through the efforts of the De- 
partment of Property and Supplies. 
It was realized that such a plan was 
necessary in order to secure the ap- 
proval or disapproval, as required by 
law, of the different heads of depart- 
ments, boards and commissions. After 
this formation the general committee 
was divided into subcommittees, each 
committee taking up one eas each 
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PLAN FOR STANDARDIZATION 


DESCRIPTION 


Grades or 
Brands 


MEATS, FOWL, DAIRY PRODUCTS 


Forequarters 


MOKED B 
BEEF LIVER 
SLICED DRIED BEEF, 5-lb. boxes 


TON 
FRESH PORK, Carcass 
ar L PORK. (Fresh) 


BACON 

BOLOGN 
FRANKEO RTERS 
FRESH HAM 
REGULA 


ARD 
LARD, Com 
WHOLE MI 


BEDS AND BEDDING 


STS, 
SHEETING, Rubber... 
BROOMS AND BRUSHES 


BROOMS, Corn, No. 6 
BROOMS, Corn Rattan fill, No. 8. 


BRUSHES, 
BRUSHES, 
BRUSHES, 
BRUSHES, 
BRUSHES, 
BRUSHES, Scrub 
BRUSHES, 
BRUSHES, 
BRUSHES, Sink 
BRUSHES, 
BRUSHES, 
BRUSHES, 
BRUSHES, T 
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PLATE A (continued) 
For What IF CONTRACTED How Much | Surplus 
Stock Period Is WITH WHOM oe - For 
Carried Contract IF NOT NAME Produce Disposal 
At Any Time} “Made MAIN SUPPLIER Each Year | Each Year 
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week for standardizing under the super- 
yision of the Director of Standards and 
Purchases. When they have agreed on 
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forms, of large runs, where ruling is 
necessary, has alone resulted in a saving 
of many thousand dollars. 


a standard it is then submitted to the ee 
general committee for adoption as a— CENTRALIZED PURCHASING FOR 


standard specification for all depart- 
ments. This standard is then ready to 
present to the institutions of the state 
for their approval through their com- 
mittee on standards and specifications. 
After their approval it is then fixed as a 
standard for all. The institutions have 
a committee similar to the one just 
outlined. They are working out speci- 
fications and standards dealing with 
commodities of interest to all institu- 
tions. Before they can establish a 
standard on any item that is common 
to all institutions and departments 
they must submit it, for approval, to 
the general committee established un- 
der the Department of Property and 
Supplies. 

In connection with work of the com- 
mittees the Department of Property 
and Supplies has prepared a question- 
naire in the form of a commodity list 
which covers about nine hundred and 
fifty commodities with the following 
information as shown in Plate A, to be 
filled in. With this information the 
Department of Property and Supplies 
will have data on which to work much 
more effectively toward standardiza- 
tion and collective buying. Contracts 
can be made where all institutions as 
well as all departments can participate, 
when it is advantageous to do so. 

The centralized purchase and stand- 
ardization has made it possible also for 
the standardization of different printed 
forms used by the various institutions 
and departments. For example, a 
standard form for stock ledger cards 
has been adopted as shown on Plates 
B and C. Many other forms will be 
worked out in the same manner with 
the idea of uniformity in records. The 
adoption of plate work on printed 


INSTITUTIONS 


When the work of the Department 
has been more fully organized the 
methods of purchasing for institutions, 
as outlined in the Administrative Code, 
will, we believe, prove to be the best 
method of procedure. Centralized 
purchasing for institutions has been 
tried out in other states, but has not 
always met with marked success. The 
central plan of purchasing succeeds in 
so far as it establishes specifications 
and standards. However, a contract, 
when advantageous and agreeable to 
institutions using the same article, 
should be made which will permit the 
institutions individually to purchase 
under said contract when necessary, 
thus resulting in uniformity in articles 
and deliveries. 

The state of New Jersey has success- 
fully developed centralized purchasing. 
This centralized purchasing has been 
aided by the establishment of regional 
warehouses from which the institutions 
have been able to draw their supplies, 
thus obtaining uniformity in articles 
and promptness in deliveries. In 
states of larger size where institutions 
are located at great distances from 
cities, regional warehouses would not 
be of such great advantage. Pennsyl- 
vania, with more than thirty state- 
owned institutions and with fourteen 
state-owned normal schools, out of 
which there are but three or four 
located in or near first-class cities, the 
others being from fifty to a hundred 
miles from cities of any size, would not 
profit so much by regional warehouses 
as do the smaller-sized states. Penn- 
sylvania, with its law on standardiza- 
tion and specifications, will obtain the 
same results in uniformity of articles 


= 
nt For 
08a] 
Year 
‘ 


304 Tue ANNALS OF THE AMERICAN ACADEMY 


and promptness of deliveries as do standards and specifications is done by 
states with regional warehouses, due the Department of Property and 
to the fact that the establishing of such Supplies. 
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HE politician has cherished aspi- 
rations as personnel manager 
since the Seuncetion of the 


his have no per- 
ceptible improvement.’ The crude 


and unscientific methods which were 
criticized even in the eighteenth cen- 
tury by intelligent commentators, and 
which were roundly scored in the early 
years of the nineteenth, seem to be still 
accepted as adequate by the politicians 
of the twentieth. Unfortunately, the 
damage which such methods may cause 
has constantly become greater, until, 
in the highly organized world of today, 
their clumsy and awkward manipu- 
lation of what should be a finely tem- 
pered social tool is nothing short of 
intolerable. The cost in terms of 
dollars and cents, in terms of lowered 
morale and downright incompetence, in 
terms of thwarted public purposes and 
retardation of the struggle for human 
betterment is very heavy. 

The politician functions as “person- 
nel manager” in two kinds of cases. In 
thirty-eight American states, in most 
counties, and in some cities, there is no 
pretence of an official personnel mana- 
ger and here the principles of personnel 
administration are replaced for the 
most part by the higgle and piggle of 
the patronage market, in which poli- 
ticians allot appointments and promo- 
tion to public office for personal, 
factional and party reasons. 

On the other hand, in the Federal 


' See McBain, De Witt Clinton and the Spoils 
System; and the episode related in the diary of 
Samuel Adams concerning Tom Dawes’ garret. 


Taxpayer 
| By Leonarp D. Waite 


University of Chicago 


+} The Politician as Personnel Manager—the Cost to the 


Government, in ten states, a few coun. 
ties and many cities, an official person. 
nel agency is established, and in thes 
cases the politician becomes personnel 
manager either by securing a position 
on, or by controlling the action of, the 
Civil Service Commission. In either 
case the outcome may be about the 
same, and in either case heaps on the 
shoulders of the taxpayer a substantial 
burden, owing to the resulting ineff- 
ciency, waste and blocking of improved 
technique in personnel management, 

Such a statement conveys no novel 
idea. The use of public office for po- 
litical reasons has been condemned by 
men of principle and vision ever since 
Jackson, determined to uproot what he 
conceived as an un-American bureau- 
cracy, and intent upon rewarding his 
friends and punishing his enemies, 
introduced into national politics a 
spoils system already well developed in 
some states. 


MANIPULATION OF CrvIL SERVICE 
For Party or Faction ContTrRou 


Although the methods of the poli- 
tician substituting for the personnel 
manager are not unknown, it is useful 
to survey them again as a preliminary 
to counting the cost. The motives of 
the politician in the réle of personnel 
manager, of course, have nothing to do 
with efficient personal service. On the 
contrary, he seeks to perpetuate the 
control of the party or faction by ma- 
nipulauion of the civil service, and in 
spite of the most carefully devised legal 
definition of the rights of civil servants 
frequently succeeds in his purpose. 
Examinations are juggled, few exami- 
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nations are held, questions leak out, 
trick questions are set up, undue weight 
is given to experience (which may be 
readily acquired by sixty-day men), 
the oral test is abused; and if in spite of 
such precautions the results of an ex- 
amination are not acceptable, the lists 
are canceled on some technical ground. 
Positions are exempted from examina- 
tion. Temporary appointments are 
made for sixty days and indefinitely 
extended; thus over nine thousand such 
appointments are said to have been 
made by a recent administration in a 
large midwestern city. The secretary 
of a state civil service commission, 
offering an eligible list for certain va- 
cancies, recently was informed by the 
stenographer in a large state office, 
“Why, we have made out temporary 
permits already because those are the 
people we want to put to work.” 
Increases of salary, assignment to 
work, promotion, transfer, lay-off, 
reinstatement, efficiency ratings, all 
may be administered by the politician 
as personnel manager for the same 
purposes that govern his manipulation 
of the examinations and appointments. 
The whole future of the government 
employe thus is laid on the altar of 
politics and he himself may be de- 
graded to the lowly task of swinging the 
incense pot of the high priests of the 
political hierarchy. 


Serious Resutts or 


1. Lack of Competence in Commis- 
sion. What are the results? Many 
immediate and specific losses in effi- 
ciency can be demonstrated, and 
behind these more fundamental tend- 
encies are induced, which in the long 
run involve the most serious social 
consequences. In the opinion of a 
leading European student of adminis- 
tration, M. Fayol, the success of any 
system depends primarily upon the 


— 


capacity of the heads of services. 
these are incompetent, or untrust- 
worthy, no amount of technical skill, 
competence and good will in the rank | 


and file will be able to bring about good bi ve 


results. A fortiori this view prevails — 
with regard to those who administer — 


the many phases of personnel manage- 
Omitting to speak of the fla- 


ment. 
grant violations of law which may af- 
front the taxpayer, but not directly 
increase his tax burden, we may note — 
first the lack of competence in the Civ il 


Service Commission itself when com- | 


posed of politicians. Politics neces- 


4 


sarily brings discontinuity in the office 


of the civil service 
Many laws have attempted to secure 


continuity in the commission by the 


expedient of overlapping terms; when, 


however, the politician desires to seize © 
control of the commission this device, 
as the experience of Chicago shows, be- — 


comes ineffective. In this connection 


attention may be drawn in passing to — 


the danger inherent in the proposal to 


establish a single civil service commis- 


sioner who shall combine the dual 


functions of technical expert and gen- _ 


eral supervisor. Intended to empha- 


size the professional aspects of the © 


personnel function, and to widen the 
opportunity of the employment mana- 
ger, this arrangement may easily be- 


come the means of reinstating political — 


influences in the profession itself. The 
buffer provided by a non-professional 
commission is withdrawn; 
employment manager yields to the ex- 
pectation that public officials will con- 


commissioner. 


and if an 


tribute to campaign expenses of the —_— 


governor, all hope of building up con- — 
tinuity and the tradition of non-parti- — 


san service is destroyed. 
2. Increase in Number of Positions. 


The most direct and immediate effect __ 


of the political régime is the extrava- 
gant increase in the number of posi- 
tions. 


These naturally are filled by | 
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friends of the faction in power, and 
such inflation of the political currency 
has been in many cases a regular event 
following each election, except for oc- 
casional periods of distress caused by 
the deflation of the successful reformer 
or business man. Thus the cycle is 
completed and a new level reached as 
the basis for further expansion. No 
satisfactory estimate can be made of 
the amount of inflation caused by polli- 
tics, inasmuch as for decades a steady 
increase has been brought about by 
other co-operating causes, but there can 
be no doubt that it is considerable. 
The investigators of a large urban 
county recently were notified as they 
began their work, “Of course you un- 
derstand this is a political office”’; ergo, 
do not expect to find business methods. 
In more than one case these investi- 
gators found an apparent determina- 
tion not to introduce modern office ap- 
pliances and labor saving devices, the 
effect of which would be to reduce the 
necessary number of employes. The 
amount of money thus spent, with no 
justification whatever except to main- 
tain a political machine, ran into the 
hundreds of thousands of dollars. 

8. Breakdown of Morale. Much 
more important is the breakdown of the 
morale of the rank and file. Even 
under the worst spoils régime, a sub- 
stantial proportion of the rank and file 
carry on from one administration to 
another and thus save political admin- 
istrations from utter ruin. No group 
of men and women follow a more 
honorable career than they, and no 
group perhaps is more worthy of pro- 
tection and support than they. This 
nucleus of permanent civil servants, 
given proper support and encourage- 
ment, serve the highest interests of the 

state. But when the politician under- 
takes to become personnel manager, 
these men and women are ground be- 
tween the upper and nether millstones 
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of those who have jobs to give and 
those who have claims to be extin. 
guished. They see their rights to 
promotion ignored; they observe politi- 
cal favorites rise high in the official 
world while they continue the same 
humble tasks; they draw the hard and 
unpleasant assignments; not infre- 
quently they are obliged to carry a 
considerable portion of the work of the 
political employe whose interests roam 
in other fields; they carry on with the 
constant dread of losing their positions, 
and not infrequently forestall what 
they fear to be inevitable by seeking 
employment elsewhere. Their morale 
is broken, their spirit and energy de- 
stroyed, and they sink into the apathy 
which is so often said to be character- 
istic of the civil servant. Or, noting 
that the good things are secured by 
favor, they follow the way marked out 
by the politician and thus inaugurate a 
disgraceful competition in currying 
favor and seeking attention. 

4. Labor Turnover and Cost. All 
this is reflected in the rate of labor turn- 
over, which brings about a progressive 
loss in efficiency owing to the elimina- 
tion of the more competent, the pro- 
gressive demoralization of the office, 
and the constant strengthening of the 
very forces which commenced the de- 
cline. Thus is completed a_ vicious 
circle ‘most difficult to break. ‘The ex- 
act cost of replacement varies with the 
type of employe, and in any case can 
only be approximated. ‘There are two 
main factors of expense: the cost of 
recruitment of new employes, espe- 
cially among craftsmen; the more rapid 
deterioration of machinery and equip- 
ment due to ignorance or lack of skill on 
the part of new workers; and operating 
costs, which must include the time dur- 
ing which the new employe is receiving 
his training and during which his out- 
put consequently is below normal; the 
time of whoever gives the training; 
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time lost in repeating work improperly 


done; time lost on unfinished investi- 
gations which cannot be continued by 
new employes; waste of materials, due 
to lack of knowledge, or lack of skill, 
and time lost by other workers in sub- 
sequent operations, on account of 
faulty work done by inexperienced and 
untrained employes. 

During the fiscal year ending June 
$0, 1919, according to an estimate 
made by the United States Civil Serv- 
ice Commission, the cost of recruiting 
and certifying new employes amounted 
to $1,144,014. The superintendent of 
the Coast and Geodetic Survey esti- 
mated, on the basis of data carefully 
worked out, that the cost of each re- 
placement of scientific and technical 
employes was over a thousand dollars. 
In the General Land Office a careful 
record has been kept of the production 
of the stenographic force, and on the 
basis of this it is estimated that on each 
change of these employes there is a loss 
to the Government of from $200 to 
$240. 

In the Public Library of the District 
of Columbia the officials estimate that, 
not taking into account reduced effi- 
ciency, it cost $24,150 during the four 
years commencing 1915 to replace 183 
employes. From the Library of Con- 
gress came the statement that “The 
cost of turnover may be estimated on 
an average as equal to the loss of a 
year’s services and in the case of re- 
placement of exceptionally expert and 
experienced cataloguers, it is incalcu- 
lable.” 

Whenever, therefore, the politician 
personnel manager replaces trained 
employes with new workers, a very 
substantial loss occurs, which is none 
the less heavy because it does not ap- 
pear directly in the financial statements 
of governments. 

5. Breakdown of Discipline. An- 
other direct loss arises through the 
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Political ap- 
pointees are notoriously independent 


breakdown of discipline. 


and difficult to manage. They know 


that their tenure of office depends pri- 


marily on their loyalty to the political 
machine and the size of the vote se- 
cured in their precinct and not prima- 
rily on their loyalty to the office 
management nor even to the interests 
of the Government. 

Outside and beyond all this the tax- 
payer loses specifically through the 
mismanagement and occasional defal- 
cation of men appointed by the poli- 
tician. 


pay an employe, wrongfully discharged 
for political reasons, the sum of $42,- 
$26. Even more important is the loss 
occasioned by lack of competence in the 
protection of public interests. The 
legal advisers of the Government have 
to combat the best trained and most 
astute lawyers of the profession, men 
chosen by a rigorous process of selec- 
tion which only the ablest men can 
meet. The protection of public inter- 
ests of enormous value in public lands, 
matters of taxation, law enforcement, 
purchase and sale of property should 
also be in the hands of men selected by 
the same rigorous test; instead of which 
the criterion is the success of the candi- 
date in getting or keeping votes. 

Such items are of direct importance 
to the taxpayer. Other results of the 
lack of competence and of the positive 
perversion of the merit system wrought 
by the politician as personnel manager 
are of equal or greater importance. 

6. Other Violations of Personnel 
Management Principles. The _politi- 
cian as personnel manager greatly in- 
creases the task of the legislature. His 


methods turn on personal favor and are 
the opposite of uniformity; they set off 
one employe against another instead of 
binding the service together in a har- 
monious unity; they teach the effec- 


Thus the city of Chicago not 
long ago was forced by court decisionto 
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tiveness of persistent seeking for 
personal favors and cultivate intrigue 
and wire-pulling. In the consideration 
of salaries, every official has full in- 
ducement to lobby for personal in- 
creases; in promotions, any official may 
hope for elevation by change of title if 
not by specific designation of promo- 
tion. Congressional interference, built 
up by the absence of. standardization 
and active administrative control, 
which in turn is in part the outcome of 
politics in personnel administration, 
has been effectively characterized in 
the well-known passage of the Joint 
Commission on Reclassification: 


There is serious discontent accompanied 
by an excessive turnover and loss among the 
best trained and most efficient employes, 
the morale of the service has been impaired, 
the national service has become unattrac- 
tive to a desirable type of technical em- 
ploye. 

The general level of ability attracted 
to the public service is inevitably 
lowered. This scaling down then pro- 
jects itself in the following years 
throughout the whole service. 

The political machine, of which the 
politician personnel manager is a mem- 
ber, acquires a fair chance to dominate 
both administration and also the for- 
mulation of great decisions of public 
policy, by virtue of the voting power it 
can build up in part through the Gov- 
ernment employe, unless he be pro- 
tected by the merit system. 

There is a constant failure, both to 
apply good personnel methods and to 
develop better methods. The whole 
art and science of personnel adminis- 
tration finds little or no support from 
the politician personnel manager. 
There is long delay in the development 
of professional standards among Gov- 
ernment officials and employes which 
under different management might 
_ contribute powerfully to the improve- 
of public administration. 


"Tur ANNALs or THE AMERICAN ACADEMY 


Constant violation of the principles 
of personnel management breeds g 
cynical attitude toward the whole idea 
of merit in the public service. What 
teacher of government has failed to 
note even among his immature sty- 
dents the half-concealed sneer at the 
pretense of merit which civil service 
reform seeks to make real! This atti- 
tude in turn may easily lead to a lack of 
confidence in the competence and im- 
partiality of the Government itself. 

7. Movement Toward Self-Protection 
of Employees. The employes who 
come under the influence of the poli- 
tician personnel manager suffer directly 
and are beginning to react directly, 
Already in France complaints of politi- 
cal interference have led to the organi- 
zation of public officials and employes 
in unions, their affiliation in part with 
the Confederation Générale du Travail, 
and their use of the strike weapon. 
The movement toward organization 
and affiliation is rapidly progressing in 
the United States and may lead to a 
situation in which personnel problems 
are settled by the bargaining power of 
the parties concerned in public as well 
as private employment. No one can 
deny the sound claim of the civil serv- 
ant to be free from the pernicious influ- 
ence of politics, and to many employes 
the only remedy seems to be self pro- 
tection through organization and affili- 
ation. 


Apvocacy or Merit System 


The cost to the public service is no- 
where more clearly recognized than 
among forward-looking organizations 
of civil servants. The Second Division 
Clerks in a memorandum submitted to 
the British Royal Commission on the 
Civil Service in 1915 state: 

The civil service is becoming more and 
more the indispensable servant of the com- 
munity, and it is the business of the commu- 
nity to ensure that all who serve it are 
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appointed on the score of capacity and 
character alone, and that those who reach 
the highest posts in the service shall do so 
by virtue of ability and merit. The in- 
evitable result of any shortcoming in these 
matters will be weakness and failure. 


The National Federation of Federal 
Employes, at its annual convention in 
1928, directed its executive council to 
use its best efforts to have brought 
under the civil service the employes 
of certain divisions now subject to 
other than merit influences. Post office 
unions have on many occasions ranged 
themselves on the side of the advocates 
of the merit system. 

8. Loss of Trained Technician. Fi- 
nally the cost of political control of the 
personnel agency has to be reckoned in 
terms of potential ranges and levels of 
administration, which, well within the 
technical competence of the day, are 
denied the American people by reason 
of the indifference, ignorance or hostil- 
ity of the politician who sits in the key 
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I. Purpose or Present ARTICLE 


EARLY every profession is con- 

fronted with certain fallacies 
which seem to be firmly lodged in the 
mind of the general public. Medical 
men are familiar with the deep-rooted 
fallacy that “Night air is bad air,” 
while the lawyers still find a widespread 
popular belief that “It is necessary to 
leave an heir one dollar in order to dis- 
inherit him.” 

In like manner there is a persistent 
popular misunderstanding of the man- 
ner in which civil service tests are 
conducted in this country. This mis- 


conception may be traced to a general 
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By AvBert Smita Faucut 
Secretary, Pennsylvania Civil Service Association 


position of civil service commissioner, 
and who by his incompetence and — 
shortsightedness drives the highly — 
trained technician out of or away from 
the public service. Of all the lossesto 
the taxpayer these perhaps count 
heaviest in the long run. They are 
reflected in poorly-built highways, 
which crumble under modern traffic 
conditions; in shoddy goods and worse} 
than amateur service in state institu: 
tions, which should operate solely on 
the basis of public trustee for unfortu- _ 
nate or subnormal members of society; 
in high infant mortality rates and un- 
necessary suffering among those most 7 
dependent on the public service; inlax _ 
and fumbling enforcement of the law 
and in the sacrifice of the interests of 
the state or municipality. It is as un- 
necessary as it isimpossible totranslate 
these losses into dollars and cents; but 
it is as necessary now as ever before to 
insist that these losses are real and 
preventable. 


ignorance of the subject or se to 
hearing repeated some fictitious illus- 
tration of an absurd question which 
Dame Rumor has said was asked some- 
time in some civil service examination. 

The greater appreciation which so 
frequently comes with actual knowl- 
edge is illustrated by the comment of 
Dr. L. L. Thurstone of the Bureau of 
Public Personnel Administration in 
speaking on October 30, 1923, before 
the American Management Associa- 
tion:! 

1 Quoted by permission from pamphlet, “Tests 
for Stenographers,” Office Executive Series No. 
4 of the American Management Association, 20 
Vesey Street, New York City. 
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I want to take this opportunity to 
describe my recent experience with civil 
service tests. Until last January I knew 
little about civil service examinations. . . . 

I will say very frankly that I came into 
that work with the impression that civil 
service tests were probably very poor. 
Somehow they have that reputation. But 
after working with them as well as with 
tests in private employment, I am con- 
vinced that civil service tests are in general 
far superior to the tests that are used in 
private industries, and I am saying this as 
a frank evaluation of civil service test 
procedure. I am not a civil service ex- 
aminer, but I have found occasion to change 
my own opinion about civil service ex- 
aminations on account of my work with the 
commissions. 

I want to suggest that those of you who 
are interested in employment test methods 
will find a mine of very interesting and 
useful material and very excellent ideas if 
you consult the practices of some of the 
best known civil service commissions. 


The purpose of the present article is 
to describe some of the employment 
tests used in the selection or promotion 
of employes in the municipal, state or 
federal service in this country. This 
discussion is prefaced by a brief com- 
ment on the results of two sets of 
questionnaires recently sent to private 
corporations in the United States mak- 
ing inquiry as to the extent to which 
they are using employment tests in 
selecting their employes. ‘ening 


I. Tusrs Ixpvsrny 


Mr. Harry A. Wembridge of the 
Statistical Division of The Joseph & 
Feiss Company of Cleveland has ex- 
pressed the opinion that :* 


One of the largest items in the expense of 
running a modern plant is the selection and 
training of the workers. Not only is this 
true of the executives, but it is also true of 
the operatives of the less skilled type. . . . 
Therefore, any method that would tend to 


2 Quarterly Publication of the American Sta- 
tistical Association, March, 1923, p. 600. 


eliminate the number of unsuccessful selec. 
tions would be of considerable saving to any 
industry, not only in dollars saved on train. 
ing expense but also in greater production 
and less wastage of materials. 


An oral interview supplemented by 
references and by answers to questions 
in an application blank was the tradi. 
tional method of selecting employes 
used by advanced private employers 
of labor down to the time of the war. 
As workmen’s compensation laws were 
enacted, physical and medical tests 
were added as a protection against 
fraudulent claims. 

Although some industrial concerns 
have not yet emerged from this stage 
of employment practice, a tabulation of 
the results of two questionnaires, one 
sent out about February 1, 1923, by 
the Philadelphia Civil Service Com- 
mission, and the other about February 
1, 1924, by the Bureau of Public Per- 
sonnel Administration, shows that a 
clear majority of the corporations and 
firms making reply use employment 
tests of some kind as distinguished from 
the traditional interview method al- 
ready mentioned. This tabulation is 
shown on page 313. 

The letters answering the question- 
naires show a wide variety in the 
extent to which tests are being used. 
Less than 15 per cent of the entire 
number appear to be making anything 
like a general use of tests. Forty per 
cent of those using tests limit the use 
to tests for stenographers, typists or 
some other group of clerical employes. 
Yet of the forty-five concerns reporting 
in February, 1924, over 15 per cent 
stated that they were using mental 
alertness or general intelligence tests, 
and often mentioning specially the one 
known as Test VI prepared by the 
Carnegie Institute of Technology. 

The replies of these sixty-three con- 
cerns strengthen the impression that 

especially since the war a substantial 
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number of the leading private employ- 
ers of labor in the United States 
appreciate the value of standardized 
tests as a means of selecting employes.* 


Ill. Tae or 
Service Tests 


Commencing with Massachusetts, 
New York and the Federal Government, 
civil service commissions have been 
steadily growing in number throughout 
the United States during the past forty 
years, until there are today merit 


+ Among the replies appear the following: 
Acomment from a Chicago printing establish- 
ment: 

We had always felt the need of some means 
whereby more information could be obtained 
ing applicants for a position than is 

in a short interview. . . We believe 
it (the Otis General Intelligence Test) has been 
of considerable help to us to eliminate the type 
of people who are not mentally adapted for 
office work. 


The manager of the Employment and Per- 
sonnel Department of a southern public service 
corporation writes: 

At this time we are using no trade test, with 
the exception of a stenographic and typing test. 
We are using the mental alertness test as set 
forth by the Scott Company. I feel very 
strongly that we so-called private employment 
managers can sit at the feet of those in the public 
service to learn much of selective features. 

And from a Cleveland clothing manufacturing 
company comes the opinion: 

Tests must be given in a standardized wy in 
order to be of any value whatever. . . R 
cannot tell you how much I deplore the wa. 
which many tests are being given today. ith. 
out careful technique a standardization of rela- 
tive ratings is valueless. 


system laws governing the selection of 


certain groups of public employes in the 


federal service and in the public service 


of Massachusetts, New 
Jersey, Maryland, Ohio, Illinois, Wis- 
consin, Colorado and California, and 


also of practically every large city in _ “" 


the country (with the one exception of © 
Indianapolis), and of several park | 
systems and counties. Although ex- 
cellent classification and salary stand- 


York, New 


aig 


ardization work is now being done 


under the Executive Board of Penn- 


sylvania, there is no merit system law | 


in force in that state, and the Executive — 
Board has not yet conducted any com- — 


petition for the selection of new em- 
ployes. 

These numerous civil service com- 
missions have developed a standard — 
technique for conducting tests and — 


thereby providing eligible lists for — es 


original appointment and for promotion 
in the public service. The standard 
procedure is as follows: 

When the civil service or employ- 


ment commission has been advised that on 


eligible lists are or soon will be needed 
for particular classes of positions in the 


public service, the commission prepares | 


such eligible lists, and the dates prior : he” 


to which applications must be filed. 


The notice is posted on the commis- __ 


sion’s bulletin board and is sent tothe __ ‘ 
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public notice the dates whe! 


newspapers, oo a copy is mailed to 
each person who has requested that he 
or she be notified of the examination. 
A copy of a notice recently used by 
the State Employment Commission of 
Maryland is attached in a footnote.* 
Frequently there is also prepared by 
the commission and distributed a de- 
tailed statement of the character of the 
examination, the duties involved in the 
particular class of positions, and the 
special requirements, if any, as to age, 
sex, residence, education and experi- 
ence. The following is an illustration 
of part of such detailed statement 
issued November 28, 1921, by the 
Philadelphia Civil Service Commission 
in regard to a promotion examination 
for chief examiner and surveyor, $8,000 
per annum, in the Bureau of Surveys of 
the Department of Public Works: 


Character of the Examination: This will 


be a non-assembled examination. Candi- 
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* Notice or ExaMINATIONS 


The State Employment Commission of Mary- 
land will hold examinations on the following 
dates to establish lists of persons eligible for 
appointment to the following classes of positions 
in the state service. The usual aareag salaries 
are as indicated: 


February 23, 1924 aes 
Junior stenographer . . . . . . $660-1,080 a year 
Senior stenographer ...... 900-1,500 a year 
Junior typist............ 600-1,000 a year 
i 900-1,320 a year 


March 22, 1924 
Patrolman, Maryland State Police 
(Mounted) . 
Patrolman, Maryland State ‘Police 
(Motorcycle) . . 900 a year 


New-Aseombled 


_ Public health nurse $1,500-1,800 a year 
_ Cottage master and 


$900 a year 


900 a year and 
maintenance 

360-540 a year and 
maintenance 
Latest date for filing applications, February 29, 
1924. Apply to the State Employment Com- 
mission of Maryland, 22 Light Street, Baltimore, 

telephone Calvert 2200. 


Hospital attendants 


dates will not be required to appear at any 
place for a written examination, but will 
be required to submit a statement of their 
training and experience and write a paper 
on practical problems relating to the duties 
of the position. Those who qualify in 
training and experience and the practical 
problems will be summoned for an oral 
interview on personal fitness. The su’ jects 
and relative weights are: 


Subject 1. Training and ex- 
eda Weight, 4.5 
Subject 2. Discussion of 


practical problems....... Weight, 3.0 
Subject 3. Personal fitness 


Requirements: This examination is open 
to all engineers in the city service receiving 
$4,000 or more per annum. Candidates 
must have education equivalent to that 
represented by graduation from a college 
or university of recognized standing. Must 
have had fifteen years’ experience in the 
active practice of civil and sanitary engi- 
neering, ten years of which shall have been 
in responsible charge of large municipal 
works. As the executive head of the Bu- 
reau of Surveys, he must be capable of 
directing the forces in the interest of the 
city and of representing the city in matters 
negotiated with railroad and other public 
utility corporations. 

Physical Examination: A qualifying 
physical examination will be given. 

Rating: Should a competitor fail to ob- 
tain a rating of 70 in training and experience 
and the discussion of practical problems, he 
will not be given the personal fitness test. 
Those who qualify in training and experi- 
ence and in the discussion of practical prob- 
lems will be notified when and where to 
appear for the oral test in personal fitness. 


Each applicant files either in his 
application, or separately, a detailed 
statement of his training and experi- 
ence, including names of former em- 
ployers or former positions held. Not 
infrequently such a question as the 
following is included: 


Describe any business or professional 
work, any special — or study, corre- 
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spondence course, night school course, or 
any special lines of research or additional 
experience, which, in your opinion, fit you 
for the position for which you are applying. 

If the class of positions is for one 
requiring professional skill the appli- 
cants may submit articles written by 
them which have appeared in the jour- 
nals of their profession. 

The rating of applicants is conducted 
either by the examining staff of the 
commission, or by outside special ex- 
aminers who have been invited to 
participate ‘in conducting the examina- 
tion by reason of their own special 
knowledge and experience. 

When the nature of the test permits, 
the identity of the competitors is kept 
concealed from those who make the 
ratings, the papers used in the test 
being given numbers instead of being 
marked by names. 

The results of the examination are 
posted in the form of eligible lists 
containing the names of those who 
passed, arranged in the order of their 
ratings. 

In some jurisdictions the first name 
on the appropriate eligible list is ap- 
pointed, while in other jurisdictions the 
two or three top names are certified to 
the appointing officer who makes his 
selection from among them.5 

After the appointment has been 
made it is usually considered proba- 
tionary until the expiration of three or 
six months, after which time it is held 
permanently subject to removal at any 
time for just cause. 


* By executive order in New York City first 
established by Mayor Gaynor, the first name on 
the list must be appointed except for cause to be 
approved by the Mayor. One name only is 
certified in Illinois, Chicago (except in promotion 
tests where three names are certified), Cook 
County, and South Park, Lincoln Park, and 
West Park systems (all in Chicago). Under the 


Philadelphia Charter the appointment must be 
made from among the two first names. Under 
the older civil service laws the appointment could 
be made from the first three names. 


The underlying purpose of a civil 


service test is well expressed in the 
maxim that: “The best shall serve the 
A further purpose is to secure 
in this democracy an equal opportunity 
to all citizens to demonstrate their 
fitness for particular appointive posi- 
tions and to secure appointment onthe 
Accordingly nearly all 
civil service tests are free and open to 


state.” 


basis of merit. 


all who come within the preliminary 
requirements as to sex, age, etc., and 


also the tests are competitive, the 
places on the list being earned by | 


demonstrations of fitness for the par- 
ticular class of work involved. 


In preparing a civil service examina- _ 


tion the commission usually takes great _ 
pains to see that the test deals with the | 


duties actually involved in the class of 


positions in question. It is almost an 
aphorism that “Good tests are those 
that deal with duties.’’® 

Accordingly a stenographic test in- 
volves actual dictation at measured 


speed, each contestant being permitted 


to bring and use in the test his or her 
own typewriting machine. A test for 


pavers involves a demonstration under 


the eye of the examiner of the appli- 


cant’s ability to lay a definite section of ale 
A test for skilled mechanic _ 


pavement. 
involves the actual use in a machine 


shop of the lathes and tools of the ae 


trade in question. 


IV. Discussion or ParticuLar Tests 


Each of the larger employment or 
civil service commissions has had the 


opportunity of being an experimental _ Bie 


laboratory for the improvement of the © 
technique of personnel administration. 
The United States Civil Service Com- 
mission has a special Research Section. 

The various commissions in this 


country and Canada almost twenty a 


years ago began holding annual con- 


© Quoted from Mr. Fred Telford of the Bureau 
of Public Personnel Administration. . 
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ferences for the interchange of ideas 
and experience. This international or- 
ganization, known as the Assembly of 
Civil Service Commissions,’ two years 
ago was instrumental in establishing a 
permanent Bureau of Public Personnel 
Administration,® with a senior staff of 
three members devoting their full time 
to a study of employment problems as 
they may arise anywhere in the public 
service in the entire country. 

Definite advances are continually 
being made in the technique of par- 
ticular examinations. Although some 
of the recently given tests are still in 
the experimental stage, an effort will be 
made here to review briefly half a 
dozen different types of civil service 
examinations actually conducted dur- 
ing the last few years by municipal or 
state commissions or by the United 
States Civil Service Commission.° 

The tests selected for discussion are 
as follows: 

(1) A combined written and oral 
performance test for expert mechanic 
in the Fire Division of the city of 
Newark, by the New Jersey State Civil 
Service Commission. 

(2) A promotion test for sergeant of 


’ This year's president is C. F. E. Peterson, of 
the Minneapolis Civil Service Commission, and 
its secretary is Mr. Charles S. Shaughnessy, Chief 
Examiner of the Philadelphia Civil Service 
Commission. 

*26 Jackson Place, Washington, D. C. 

* Acknowledgment is specially due for infor- 
mation and comments received by the writer 
from the following persons: Mr. Herbert Filer, 
Chief Examiner, and Dr. L. J. O'Rourke, Direc- 
tor of Research, both of the U. S. Civil Service 
Commission; Mr. Charles P. Messick, Chief Ex- 
aminer of the New Jersey Civil Service Commis- 
sion; Mr. Oliver P. Short, Commissioner of the 
Maryland State Employment Commission; Mr. 
Thomas Murray, Chief Examiner of the New 
York Municipal Commission; Mr. Charles S. 
Shaughnessy, Chief Examiner of the Philadelphia 
Civil Service Commission; Mr. Fred Telford, 
Senior Staff Member of the Bureau of Public 
Personnel Administration; and Mr. J. D. 
Hackett, Labor Investigator, 


police, by the New York Municipal 
Civil Service Commission. 

(3) A non-assembled test for a low. 
salaried hospital position, by the Mary. 
land State Employment Commission. 

(4) A non-assembled promotion test 
for a high-salaried engineering position, 
by the Philadelphia Civil Service Com. 
mission. 

(5) A new “tested” test for clerical 
employes, conducted by the United 
States Civil Service Commission. 

(6) An examination involving (a) 
standardized oral interview, and (b) 
ability to interpret laws and regulations 
on a particular subject, by the United 
States Civil Service Commission. 


V. A CompBrinep WRITTEN AND ORAL 
Test ror Exrpert MEcHuANIC 


The New Jersey State Civil Service 
Commission held on January 22, 1919, 
an open competitive examination for 
expert mechanic in the Fire Division of 
the city of Newark. Applications were 
received from fifty-two persons, of 
whom thirty-nine appeared for the test 
and twenty-eight passed and secured 
places on the eligible list. 

The duties of the position involved 
ability to repair, assemble and adjust 
fire engines, boilers and pumping ma- 
chinery. 

The examination consisted of four 
parts: (1) a medical and physical test, 
(2) an inquiry as to training and experi- 
ence, (3) a written test of technical 
questions, and (4) an oral and _ per- 
formance test. The weight given to 
each part of the examination was as 
follows: 


‘ Per Cent 
Experience and training. ........ 33.3 
Written technical questions... . . . 25.0 
Oral performance test........... 25.0 
100.0 
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The physical test was of the usual 
type needed to meet the requirements 
of workmen’s compensation laws or to 
qualify appointees as members of a 
pension system. 

The questions asked as to training 
and experience were of the type already 
mentioned under the discussion of the 
standard technique of civil service 
tests. 

The following are illustrations of the 
technical questions asked: 

2. Write out carefully the way a large 
steam engine cylinder should be mounted in 
a lathe in order to rebore it. 

$. How should the following repairs be 
made: 

(a) Put a new tooth in a broken cast 
iron gear wheel? 


- (b) Braze the joint of a copper tank? 


(c) Put a woodruff key in an auto 
shaft? 

The oral and performance test was 
given in a machine shop under the 
supervision and eye of a special ex- 
aminer who was an expert in shop 
practice. The competitors were there 
required to perform the various opera- 
tions on the standard machines found 
in a reasonably well-equipped machine 
shop. Detailed inquiry was made by a 
series of short questions designed to 
disclose knowledge as to the setting up 
and operation of the various machines 
and their respective parts. 

The foregoing examination may be 
considered as an illustration of civil 
service tests for the various classes of 
positions which are in the skilled and 
semi-skilled labor service. 


VI. A Promotion Test For SERGEANT 
oF PoLice 

One of the largest, if not the largest 
group to assemble and compete in a 
civil service test, met on the drill floor 
of an armory in New York City on 
August 6, 1921, when 3,523 patrolmen 
of that city competed for places on the 
eligible list for promotion to sergeant. 


EMPLOYMENT TESTS IN THE PuBLIC 


SERVICE 


Only those who had been members of | 
“the force” for five years were ad-— 
mitted to the test. Sixty per cent of 


those competing passed and were 
placed on the list in the order of dem- 


onstrated merit. Down to March 1, 


1924, the first one hundred and sixty- 


eight names have been appointed — 
straight down the list. 


This examination consisted of two _ 


parts, each having an equal weight in 
the result : (a) the written examination, 
and (b) record and seniority. 

The subjects involved in the written — 
test were: 


Administration. ............ 3 
Rules and regulations.............. 2 
Laws and ordinances............... 


In this test it was assumed that a 
patrolman of five years’ standing 
should have a good working knowledge 
of the laws and ordinances, rules and 
regulations. Had the examination 
been one for original entrance to the 
police force, good modern practice 
would suggest that a test of judgment 
and ability to use laws and regulations 
be substituted for a test of actual knowl- 
edge of the laws and regulations. This 
modern practice is discussed at greater 
length hereafter under Section X of this 
article in reference to the United States 
Civil Service examination for immi- 
grant inspector. 

The following are illustrations of the 
questions asked under the head of 
Administration: 

4. Assume that a patrolman’s suspicions 
are aroused regarding a man whom he has 
never seen before, but that he has not suffi- 
cient grounds for making an arrest. What 
mental observations should he make with a 
view of identifying the man if necessary in 
the future? Answer in detail and fully. 

5. Suppose you are given a squad of 
patrolmen and instructed to suppress the 
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practice of smoking and spitting in the 
subway. Plan your campaign. 


The remaining half of the examina- 
tion was based on the actual record of 
each competitor. The scale of marks 
used for this purpose was as follows: 


Record and Seniority 


Beginning with the date of appointment as 
patrolman, 80 per cent. 

For each additional year immediately pre- 
ceding the date of the mental examina- 
tion, add 2 per cent, making at the end of 
five years 90 per cent. 

For each additional three months, add one 
fourth of 1 per cent, or 1 per cent a year, 
making at the end of ten years’ service a 


maximum of 95 per cent. 


Department medal of honor or honorable 
mention and medal, add 1} per cent. 

Honorable mention or exceptional merit, 
add 1 per cent. 

Commendation or commendable merit, 
add one half of 1 per cent. 

Excellent police duty or meritorious police 
service, add one fourth of 1 per cent. 

For each day’s fine after January 1, 1918, 
deduct one fourth of 1 per cent. 

Reprimands to count as one fourth of one 
day’s fine. 

Fines previous to January 1, 1918, not to 
be considered. 


The reason for excluding fines pre- 
vious to January 1, 1918, was the belief 
that members of the police force should 
be permitted to live down, after about 
four years, any blot on their record and 
start again with a clean slate. 

The above described test for ser- 
geant of police in the city of New York 
is representative of good practice in 
such examinations for promotion in the 
police and fire-fighting forces of the 
large cities of this country. 


VII. A Non-AssemsBitep FOR 
Low-SaLARIED PositT1ons 


One of the classes of positions, the 
filling of which presents a problem in 
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recruiting, consists of attendants jp 
hospitals for the mentally diseased or 
deficient. 

In the Maryland State Hospital, for 
example, the duties include bathing, 
feeding and dressing patients, keeping 
patients, their beds, clothes and quar. 
ters clean, maintaining order and dis. 
cipline and assisting the nurses in the 
handling of patients. The starting 
compensation is usually low, $360 to 
$540 a year in addition to meals, 
lodging, laundry and uniform. The 
qualifications include ability to read 
and write, willingness to work and live 
in the hospital, good health and physi- 
eal strength, patience, cheerfulness, 
tact, neatness and endurance, and high 
moral character. 

The State Employment Commission 
of Maryland has been unusually suc- 
cessful in obtaining satisfactory em- 
ployes for this class of positions. Its 
test for hospital attendant covers two 
parts: Education and experience, which 
counts two fifths, and other qualifica- 
tions as determined by a personal in- 
terview, which count three fifths. Ap- 
plicants are not given the oral inter- 
view unless they have obtained a rating 
of at least 70 in regard to the complete 
statement of their education and ex- 
perience, which statement they have 
prepared at their homes without assem- 
bling at any special place. The fact 
that the competitors never all meet 
together is a characteristic of a “non- 
assembled test. 

To obtain a statement of education 
and experience the commission mails 
to persons making inquiry a blank 
form of “application for employment,” 
which is along the lines already men- 
tioned when discussing the technique 
of civil service tests. 

The personal interview is standard- 
ized and is intended to cover those 
factors which are not brought out in 
the statement of experience and train- 
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A more complete discussion of 
the standardizing of oral interviews in 
civil service tests appears later in this 
article under Section X. 


Vill. A Non-AssemMBLep TEsT FOR 
Positions 


As an illustration of the manner in 
which competitive civil service tests 
may be conducted for various classes of 
professional positions, reference has 
already been made to the examination 
held by the Philadelphia Civil Service 
Commission for chief of the Bureau of 
Surveys, with a salary of $8,000 per 
annum.'° 

Some other high-salaried positions 
filled by competitive civil service tests 
are given in a footnote." 


In this instance the resulting eligible list 


contained the names of five persons found to be 
qualified for appointment: 

“A,” who had been identified with the survey- 
ing and regulating in the city of Philadelphia 
since 1883; beginning in a subordinate position he 
advanced himself to the position of surveyor and 

tor. 

“B,” who was a graduate of Cornell University 
and had had considerable experience in engineer- 
ing in various places throughout the count 
He was early identified with the Water Supply 
and Filtration for the city of Philadelphia and 
occupied an executive position as principal as- 
sistant engineer. 

“C,” who was a graduate of Haverford Col- 
lege, 1881. He has been identified with the Sur- 
veying and Regulating work in Philadelphia 
since 1887 except for about a year as chief of a 
corps of engineers in the development of the 
sewer system of Los Angeles in 1888. Begin- 
ning with the position of principal assistant engi- 
neer he advanced himself through the various 
grades until he assumed charge as district sur- 


in 1892. 

” who was a draftsman and chief drafts- 
man in the Bridge Division of the Bureau of 
Surveys and concerned himself with the prepara- 
tion of plans for bridges and abolishing of grade 
crossings for several years. In 1907 he was ap- 
pointed assistant in charge of abolishing grade 
crossings, and since that time has had responsible 


or of this work. 

“E,” who had been in the continuous service 
of the city since 1893. Beginning as an appren- 
tice he advanced himself through the various 
grades until he became a division engineer. 


"Selecting one class of poe from each of 
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IX. A New “Testep” Test ror 

CLERICAL EMPLOYES 


In November, 1922, the United 
States Civil Service Commission con- 
ducted simultaneously in 423 cities 
throughout the entire country a re- 
cently revised test for general clerk. 
About 7,000 persons competed and of 
these about 1,969 passed, from which 
number 118 down to March 1, 1924, 
have been appointed. 

In revising the clerical tests thereto- 
fore used by the Federal Commission 
an effort was made to “test the test,” 
by first trying it out on a “control” 
group of existing employes whose rela- 
tive abilities had been studied and were 
believed to be known. By working 
out the “correlations”’ between each of 
the parts of the proposed test and the 
abilities of this special group of old 
employes, it was found that certain 
parts of the proposed test were of 
greater value than other parts in sifting 
out the “good” from the “poor” 
employes in the control group. By us- 
ing only those parts of the proposed 
test which in this manner had high 
“correlation,” the test was tested be- 
fore it was put irto use. 


SERVICE 


a number of the civil service commissions of this 
country: 


By the California State Commission: 
First assistant physician, $5,100. 
By the Chicago Commission: 
City engineer, $8,000. 
By the Cincinnati Commission: bi 


Building commissioner, $5,000. 
By the Los Angeles County Commission: ee. 
Museum director, $5,000 to $6,000 hes PO 


By the Maryland State Commission: 
Chief mine engineer, $5,000. 

By the New Jersey State Commission: 
Chief engineer, Bureau of Water, 36,000 to 


$7,500. 
By the New York Municipal Commission: 
Examiner, Department of Education, $7,700. 
By the New York State Commission: 
Superintendent of grain elevators, $5,000 to 


$7,500. 
By the Philadelphia Commission: 
Deputy chief, Bureau of Highways, $6,000. 
By the United States Commission: 
Agricultural economist, $5,000. 


ts in 
ed or 
1, for : 
| dis. 
rting 
0 to | 
The 
The 
read 4 
live 
1ysi- | 
em- 
Its 
two 
ich 
ica- 
Ap- 
er- | 
ing 
ive 
on 
ils 
ak 
d- 
n 


This revised clerical test is still in the 
experimental stage. The “control” 
group of employes used in testing tests 
should be those who as closely as pos- 
sible resemble the competitors them- 
selves, and doubtless the next step 
forward along these lines will be to 
secure a better control group, for, after 
all, a group of old employes may not 
prove to be the best available criterion 
for testing the effect of tests intended 
for new employes. 

Nevertheless, the principle is sound 
that “intelligence tests’ or “mental 
alertness tests” or “psychological 
tests” should, whenever possible, be 
themselves tested by being tried out 
under standardized conditions on the 
best possible “control group.” 

It may be mentioned in this connec- 
tion that great care was taken in the 
revised clerical test to eliminate the 
possibility of more than one answer 
being right, and to so arrange the ex- 
amination papers that the correct 
answer will be placed in a particular 
place so that by the use of a stencil the 
accuracy or inaccuracy of the answers 
may be speedily determined. 


X. An EXaMInaTIon INVOLVING 


(a) A Standardized Oral Interview 
(b) Ability to Interpret Laws and Regu- 
lations on a Particular Subject 

Another recent product of the work 
of the Research Section of the United 
States Civil Service Commission was 
the examination for immigrant inspec- 
tor held on June 9, 1923, in which 1,166 
persons competed and 749 passed. 

This examination included three 
tests: 

(a) A test as to general intelligence 
necessary to complete a high school 
course. 

(b) A test to determine ability to 
interpret certain laws and regulations. 

(c) An oral interview to determine 
personal qualities. 


(a) The first of these —_ is still in 
the experimental stage and may or may 
not prove capable of being generally 
used. 

(b) The second was a test as to 
ability to interpret and apply certain 
United States immigration laws and 
regulations. Instead of requiring the 
competitors to memorize these laws 
and regulations they were given at the 
time of the test a sheet of paper con- 
taining a number of extracts from these 
laws and regulations, and they were 
then asked questions involving their 
intelligent interpretation, use and ap- 
plication. This prevented the exami- 
nation from being merely a memory 
test. 

This type of test can be used to ad- 
vantage whenever the duties of a posi- 
tion involve the frequent use of a 
special body of laws or rules. 

(c) A standardized oral interview 
was added as a means of eliminating 
from consideration as eligible for ap- 
pointment any who passed the written 
test but who did not possess the per- 
sonal qualities necessary for success in 
the position. Six personal qualifica- 
tions were in regard to this position 
selected as being of controlling im- 
portance: 

(1) Appearance: Physique, countenance, 
dress, carriage, posture, speech. 

(2) Personality: Tact, method of ap- 
proach, temperament, mannerisms, poise. 

(3) Originality: Initiative, resourceful- 
ness, aggressiveness, energy. 

(4) Observation: Keenness of percep- 
tion, ability to interpret and to understand, 
thoroughness of observation, tendency to 
analyze. 

(5) Judgment: Soundness of ideas, prac- 
ticability of opinions and suggestions: logic 
of conclusions. 

(6) Coherence: Ability to talk to the 
point a’d to observe logical order and con- 
nection in speech. 

A plan of conducting the oral inter- 
—_ was ioe out in writing, whereby 
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the candidate would first be placed at 
his ease so as to avoid artificiality and 
then engaged in conversation with the 
examiners on topics relating to his 

nal history and in general the 
service called for by an immigrant 
inspector. A graphic scale was con- 
structed, on which the examiners could 
express their judgment of the person 
examined in respect to each of the six 
qualities mentioned. 

Where an oral interview is used in 
employment tests it is of prime impor- 
tance that it be given under standard- 
ized conditions. 


In this article an effort has been 
made to present briefly illustrations of 
different types of employment tests 
used in the selection and promotion of 


IX. CONCLUSION at. 


employes in the public service of the 
federal, state and municipal govern- 
ments of this country. 

It is the belief of the writer that the 
technique of employment selection, as 
it has been and still is being worked out 
by the numerous civil service commis- 
sions and affiliated organizations in the 


HE state factory inspector holds a 
key position in the administration 

and development of the standards 
which have been set up for the employ- 


ment of men, women and children. In 
the words of the International Labour 
Review, reporting the findings of the 
fifth session of the International La- 
bor Conference, the factory inspector 
has come in the modern state to be the pillar 
upon which the enforcement of much civili- 
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Personnel Equipment in Factory Inspection 


By Mary ANDERSON 
Director, Women’s Bureau, U. S. Department of Labor 


United States, is not only well ads — be 
to meet the requirement that “The — Ri 
best shall serve the state,” but that 
much of this technique and of the 
experience of these commissions is ca- 4 4 
pable of being used, and in a steadily — 
increased degree is actually being used a . 
by industrial corporations and private 
employers of labor in this country. Pe 


Before the war relatively few private _ 
corporations used any form of test 2 a 
other than an oral interview given 
without standardizing the conditions. 
Not infrequently this degenerated into _ a 
the “once over” by the foreman stand- 
ing at the gate and facing the Monday — 5 
morning crowd in the front street. es 
As far as we have been able to ascer- 
tain by questionnaires sent to the _ 
private employers of labor, a clear 
majority of the leading private con- 
cerns now use formal tests of some sort __ 
in selecting future employes. my 
The economy incident to careful — 
selection of employes is perhaps a mat-— 
ter of guess work, but the estimate of mr 
one careful writer in the Quarterly 
Publication of the Statistical Associa- __ 
tion in March, 1923, suggests that it 
runs into three figures for each employe. 


zation-saving legislation now rests,andone 
of the principal sources of improvement in _ 
the future. 
The importance of securing the right _ 
sort of personnel for a factory inspec- __ 
tion staff cannot be too strongly 
emphasized. It usually is a “poor 
workman who blames his tools,” butin = 
this case the entire object and function _ 
of the administration of labor laws can | 
be completely defeated if factory in- _ 
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spectors, who are the point of contact 
between existing conditions and state 
standards, are not equipped and com- 
petent to interpret and enforce those 
standards with justice and intelligence. 


QUALIFICATIONS FOR Factory 
INSPECTOR 


In the present day of industrial and 
engineering development when, in 
many cases, regulations are necessarily 
extremely technical in character, and 
when each industry and almost each 
establishment presents a new problem, 
the interpretation of the state regula- 
tions becomes an important part of the 
factory inspector’s work. They can- 
not be mere automatons, counting exits 
or looking only for certain safeguards 
which are required by law. The In- 
ternational Federation of Working 
_ Women, in its resolutions adopted at 
_ the Vienna Congress in 1923, outlined 
the larger duties of factory inspection 
follows: 


The inspectorate should not only have 
the duty of enforcing existing laws, but 
_ should act as inquirers and students report- 
ing on existing needs for full legislation, 
effects of present legislation, and generally 
_ keeping the ministry concerned fully in- 
formed as to working conditions. They 
_ should be its eyes and ears, technically and 
intellectually qualified to see and hear 
accurately, and in a position of independ- 
ence which would secure their incorrupti- 
bility. 


In addition to the specific technical 
and general knowledge of industrial 
conditions which is required of any 
good inspector, an additional part of 
their equipment must be the ability to 
_ judge of the importance and signifi- 
cance of various situations from the 
_ point of view of the legal prosecutions 
involved. Although not often respon- 
sible for the actual conduct of a prose- 
cution, it is the inspector who furnishes 
the evidence and whose advice and 


counsel must guide the enforcing au- 
thorities so that prosecutions shall not 
be undertaken unnecessarily or un- 
successfully. 

With such varied and fundamentally 
important duties it is obvious that the 
inspectors should be well equipped 
along several different lines. They 
should know industry as a whole and be 
familiar with the problems which are 
peculiar to the various industries or 
to special occupations. Sometimes 
knowledge of engineering and con- 
struction is needed; sometimes the re- 
quirement is for a detailed knowledge 
of matters relating to health or sanita- 
tion. Inspectors should be competent 
to advise and pass on conditions as 
found even when there is no measure- 
ment of requirements set by law. They 
should have knowledge and under- 
standing, not only of the working of 
the state laws, but of the purpose and 
intent of the laws as well. They 
should be versed in the standards 
and practices in the state. Because 
efficient and effective work is depend- 
ent upon the co-operation of the em- 
ployers, which in turn depends to a 
great extent upon the personality of the 
inspector and his understanding of the 
specific problems under discussion, it is 
important that the inspectors should 
be able to discuss such problems and to 
explain the application and purpose of 
the law. Inspectors should also have 
training and experience which would 
qualify them to make investigations 
and studies pertaining to any problems 
which may arise. They should be 
qualified and encouraged to make rec- 
ommendations and to take part in 
formulating policies and standards. 
In addition, too much emphasis cannot 
be placed on the need of personality 
and understanding which will invite 
and deserve the confidence of the 
workers. 

In discussing the qualifications for 
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factory inspector it is important to 
remember that the requisites enumer- 
ated are not the exclusive property of 
one sex. So important has it seemed 
that women should take part in this 
kind of work that the Treaty of Peace 
contained the following clause: 


Each state should make provisions for a 
system of inspection, in which women 
should take part, in order to ensure the en- 
forcement of the laws and regulations for 
the protection of the employed. 


The recommendations of the Inter- 
national Labor Conference at its fifth 
session in 1923 went even farther in 
discussing this matter, saying, 

While it is evident that with regard to 
certain matters and certain classes of work 
inspection can be more suitably carried out 
by men, as in the case of other matters and 
other classes of work inspection can be more 
suitably carried out by women, the women 
inspectors should in general have the same 
powers and duties and exercise the same 
authority as the men inspectors, subject to 
their having had the necessary training and 
experience, and should have equal oppor- 
tunity of promotion to the higher ranks. 


How to Get Qua.iriep INSPECTORS 


In brief, what we are trying to get for 
the personnel of the factory inspection 
staff are men and women of intelligence 
and experience, with a high integrity of 
purpose, with technical training, and 
with a broad enough understanding of 
industry and its problems to make 
them valuable consultants from the 
point of view both of industry and of 
the law-enforcing authorities of the 
states. Where can such people be 
found? How can they be induced to 
enter this field of work? How can they 
be trained? Once secured and trained, 
how can they be kept? These are 
questions which are of great impor- 
tance to the administrators of indus- 
trial codes, as well as to the many 
citizens who are interested in seeing 
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high standards put into actual opera- 
tion in industrial establishments. 
There is no clearly limited field of 
selection for persons who are to engage 
in this work. The number of experi- 
enced factory inspectors is so very 
small that it is not practicable to expect 
to make selections from an experienced 
group of workers. Instead, recourse 
must be had to other types of training © 7. 
and experience which afford some of the 
necessary background. 
One source of supply is the schools 
and colleges, which every year are 
turning out persons with an academic id 
or technical equipment which should | 
make them valuable as inspectors. — 
Training in engineering and construc- __ 
tion, familiarity with industrial and 
labor problems, practice in methods of 
investigation and inspection, are types _ 
of vocational training which can be had _ 
in such industrial, investigational, a 


of activity should be looked upon as a 
definite source of supply for factory — 
inspectors. 

Another field of supply which has _ 
not been very greatly developed can be © 2 
found among the industrial workers 
themselves. Actual experience in in- __ 
dustry coupled with a certain 
of educational background can provide 
a high type of equipment for industrial 
inspection. In this connection the re- ey 
port adopted by the International 
Federation of Working Women in 
Vienna in 1923 makes a pertinent rec- 
ommendation: 


Special facilities for the recruitment of 
working men and women into the inspector- a 
ate are needed. A certain number of years _ 
of employment in a factory or other estab- 
lishment, together with a recommendation 
by a trade union, might be taken as an | 


equiv alent to the competitive examination 2 Ee 
in general subjects, which would probably 

be required for ordinary applicants. The _ 
training and examination in factory law and es 
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technical subjects should be the same for all 
recruits, and entrance be either wholly 
through competitive examination or 
through experience and examination. 

Whether ér not the details of this 
recommendation are practicable, the 
fundamental idea behind it is sound. 
There is no doubt that the ranks of 
industrial workers can provide many 
people equipped with a_ technical 
knowledge and understanding of in- 
dustrial conditions which could be de- 
veloped into the highest usefulness for 
factory inspection work. 

It seems, therefore, that, although 
there is practically no source from 
which a supply can be had of inspectors 
who have been trained in the actual 
conduct of factory inspection, there is a 
fairly wide field from which can be 
drawn persons whose training or ex- 
perience has been along kindred lines. 

The selection of individual inspectors 
is a more serious problem than the de- 
marcation of the field from which se- 
lection shall be made. Of course the 
most fundamental and vital principle 
in this connection is that this selection 
should be made through Civil Service 
examination. We all recognize that 
the Civil Service has many drawbacks, 
but, even so, there is no alternative be- 
tween this and the evils resulting from 
other systems which permit political 
patronage to govern the appointment 
of persons to positions which should be 
filled only by technically qualified ex- 


perts. 
Crvit Service REQUIREMENTS 


The use of the Civil Service for the 
appointment of factory inspectors is 
not very general in the various states. 
In certain places, however, it has been 
tried with success, and the qualifica- 
tions required by certain of those states 
are representative of the kind of se- 
lection which should yield excellent 
results. In Massachusetts, New York 
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and New Jersey the inspecting force o 
the departments concerned with en- 
forcing factory laws have been for 
many years under Civil Service. In 
Massachusetts the Civil Service Law 
has been in effect since 1884, in New 
York since 1883, and in New Jersey 
since 1908, so the practices in these 
states can be accepted as having stood 
the tests of experience. While other 
states have equally significant regu- 
lations, a discussion of the methods in 
vogue in these three states will suffice 
as an illustration of the subject. 

In Massachusetts where the act 
creating the first factory inspectors was 
enacted in 1877, and the Civil Service 
Law went into effect in 1884, the com- 
missioner, the associate and assistant 
commissioners, and the directors in 
charge of the different divisions of the 
department, are appointed officers. In 
1922 a law was passed allowing the 
Commissioner of Labor to appoint ex- 
perts for ninety-day periods, without 
Civil Service status. All of the in- 
spectors, however, must pass Civil 
Service examinations for either indus- 
trial inspector or industrial health 
inspector. A recent examination for 
“industrial inspector (male),” held on 
January 10, 1924, gave the following 
requirements for the position: 


Applicants should be familiar with the 
statute law relative to making work places 
safe for employes. This would include the 
safeguarding of machinery and the instal- 
lation of local exhaust systems for the re- 
moval of dust, fumes and gases likely to 
cause occupational disease. Practical ex- 
perience in sanitation, ventilation and 
factory lighting is essential. Applicants 
should be familiar with the labor laws of 
Massachusetts and the rules and regula- 
tions adopted by the Department of Labor 
and Industries. 


In this examination, training and 
experience had a weight of 4, practical 
questions 3, and personality and fit- 
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ness, as determined by an oral inter- 
view, 3. 
The position of industrial health in- 
or had somewhat higher require- 
ments than those just outlined. The 
fact that the most recent examination 
for this position was held in July, 1918, 
makes its requirements of less immedi- 
ate significance. Nevertheless, they 
give a valuable outline of the basic in- 
formation needed for such work. 


Applicants for this position should, 
through training and experience, be conver- 
sant with modern methods of factory sani- 
tation and hygiene, and have a knowledge 
of all other matters relating to the health 
and safety of employes in all employments 
and places of employment, including tene- 
ment-house workrooms, and should be 
qualified to investigate and suggest neces- 
sary changes and improvements in any or 
all employments or places of employment 
for the purpose of preventing industrial or 
occupational diseases and industrial acci- 
dents among employes. They should be 
able to present in court the facts of any 
given case in an intelligible and convincing 
manner. The statute requires that “In- 
dustrial health inspectors shall be persons 
admitted to practise medicine in this com- 
monwealth or persons especially qualified 
by technical education in matters relating 
to health and sanitation.” 

The subjects of examination with their 
respective weights are as follows: A sworn 
statement of training and experience (5); 
report writing (1); practical questions (5); 
total (11). The practical questions will 
aim to test applicants’ knowledge on the 
following subjects: (a) Methods of factory 
sanitation and hygiene; (b) ventilation, in- 
cluding air analysis and the principles of 
dust and fume removal; (c) industrial hy- 
giene, including accident prevention and the 
causes of occupational diseases and the 
methods of their prevention; (d) water sup- 
plies and waste disposal;.(e) housing, with 
special reference to tenement-house work- 
rooms; (f) knowledge of the laws under the 
jurisdiction of the State Board of Labor and 
Industries. 

Applicants are required to obtain at least 


~ 
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65 per cent in experience and in practical . 

questions. 
Successful applicants wil! also be given a — 

physical examination. 


It will be seen in both of these ex- 
aminations that a heavy weight is put 
upon experience and training, without © 
stipulating in detail what such experi- 
ence and training shall be. a 

In New York, where the act creating _ 
the first factory inspectors was passed — 
in 1886, three years aftertheenactment _ 
of the Civil Service law, very much the | 
same type of requirements are stipu- 
lated for the position of factory in- — 
spector. The latest examination for | 
factory inspector was held in May, 
1923. The Civil Service Commission’s 
announcement of this examination 
stated that: 


Applicants should have the equivalent of ‘ af 
a good common school education—a general 
understanding of the theory and purpose of | 
the State Labor Law and Industrial Code _ 
relative to the employment and hours of : 
labor of children, male minors and women; _ 
sanitary conditions and conveniences; ele-— 
vators, machinery, reporting accidents, 
construction and lighting; maintenanceand = 
occupancy of buildings; fire prevention, 
fire safety requirements and exits. They _ 
should have shop or factory experience or 
other experience sufficient to make them 
thoroughly familiar with factory conditions —__ 
along the line of the subjects stated in 
preceding paragraph [sentence]. 
They should be able to make inv estigations i ie 
and to report accurately and with discrimi- = 
nation on facts and conditions. vs 


It also gave the relative importance 
of the requirements: 


Subjects of examination: 

Questions on the labor law and industrial 
codes,—and questions on the nature and ~ 
methods of factory and tenement work in- 
spection, relative weight (4). aan 

Experience, education and personal fit- 
ness, relative weight (6). i 


In discussing the type of experience _ ; 
needed, this is the only one of the three sy 
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states which has put any emphasis on 
previous industrial employment. The 
notice quoted below gives the following 
explanation of what sorts of experience 
will give the applicant credit: 


In marking experience due weight will be 
given to age and to experience in mechan- 
ical trades, in the operation of factories or 
mills or any other employments, especially 
related to the work of the position and to 
ability to speak languages other than Eng- 
lish. 

As in Massachusetts, this New York 
examination gives a heavy weight to 
training and experience, and what sort 
of experience is acceptable is indi- 
cated. 

In New Jersey, where a section of the 
law passed in 1912 stipulates that the 
assistant commissioner of the Depart- 
ment of Labor and all of the factory 
inspectors come under the Civil Service 
Law, the most recent examination 
(April 6, 1922) outlines the following 
requirements: 


(1) Common school education. 

(2) Three years’ experience in factory 
and general building construction, mainte- 
nance and operation, or in work considered 
by the Civil Service Commission as equiva- 
lent in character and standard. 

(3) Knowledge of New Jersey Work- 
men’s Compensation and Explosive and 
Mining laws. 

(4) Sound physical condition with no 
disabling defects. Desirable age, 25 to 40 
years. (Candidates not within the desired 
age limit will be admitted, provided they 
possess all other required qualifications.) 


The weights given the various factors 
were: Experience and training (4); 
questions on the duties of the position, 
including knowledge of the laws gov- 
erning the department, artificial light, 
installation of fire alarm systems, 
safety devices, etc., also problems in 
computation of areas, volumes, height 
of buildings, blue print reading, etc. (4); 
oral test (2). 


QUALIFICATIONS FOR THE WoMEN’s 
Bureau 


It is obvious from the foregoing 
quotations that there has not bee, 
made any very great attempt toward 
delimitation of the actual field of expe. 
rience from which factory inspectors 
could be drawn. It is probably wiser, 
in holding a general examination of 
this sort, not to make experience qual- 
ifications too definite, as by doing so 
especially desirable applicants with 
unusual experience might be shut out, 
It is, however, sometimes necessary, in 
conforming to Civil Service regulations, 
to go into greater detail. In this con. 
nection the examinations which have 
been held by the Women’s Bureau of 
the United States Department of Labor 
to secure special agents for field in- 
vestigations give some data which show 
more definite attempts at exact de 
scription of the training and experience 
which is acceptable for such work. Al- 
though the bureau’s agents have no law 
to enforce and their function is very 
different from that of state factory in- 
spectors, their work requires fairly 
similar qualifications. They must be 
familiar with working conditions and 
standards for many different indus- 
tries. They must understand the 
problems peculiar to different occupa- 
tions. They must be able to handle 
pay-roll information and they must be 
able to enlist the co-operation of both 
employers and workers. In these 
ways, therefore, their qualifications 
are much the same as for factory in- 
spectors. The prerequisites of educa- 
tion and experience for eligibility to the 
examination for special agent in the 
Women’s Bureau are: 

(a) A grammar school education or its 
equivalent and at least one year of practical 
experience in industry as a wage earner iD 
an industrial occupation in a position in- 
volving responsible contact with conditions 
affecting women in omnes This experi- 
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ence must include such definite responsi- 
bility for dealing with labor problems as to 
give evidence of the candidate’s ability to 
discover and interpret facts with accuracy 
and insight. A course in a professional 
training school for social, civic, or industrial 
work, if it has included practice work in 
labor problems of a kind satisfactory to the 
commission, will be accepted as a type of 
experience required. 

(b) Educational training, including 
courses in economics and labor problems, at 
least equivalent to that required for a 
bachelor’s degree from a university or col- 
lege of recognized standing as represented 
definitely by the awarding of 118 or more 
hours of credit in a standard college course, 
and six months of the year of experience 
called for in section (a). Practical experi- 
ence and education are weighted 50 in a 
total of 100, and the results of a written ex- 
amination make up the other 50 points. 

The bureau’s experience has been 
that these requirements yield candi- 
dates who are very satisfactorily 
equipped to carry on the investiga- 
tional work of the bureau. 

Although any of the examinations, of 
which details have just been given, may 
establish a register of acceptable appli- 
eants, no one of them guarantees that 
the appointees shall be actually expe- 
rienced in the work of factory inspec- 
tion and law enforcement. It is 
necessary, therefore, to recognize the 
fact that there must be some definitely 
planned system of instruction through 
which new appointees can be made fa- 
miliar with the technique and routine 
of their duties. 

In the Women’s Bureau such train- 
ing is given by the person who is in 
charge of the field investigations upon 
which the new agent is to work. The 
new employe is accompanied on her 
visits to factories by a more experi- 
enced agent, and her schedules are 
carefully gone over by the supervisor, 
omissions pointed out and the necessity 
for completeness explained. Not until 
her work shows that she is sure of her 


technique is she left to her own devices 
to make her inspections and draw her 
conclusions independently. 

A carefully-thought-out system of 
training developed for the benefit of the 
factory inspectors of New Jersey allows 
the inspectors to develop their own 
methods of inspection, but once a 
month it provides for a meeting of the 
Commissioner of Labor, the heads of 
some of the bureaus, and the factory 
inspectors. Sometimes these meetings 
are given up to discussion of problems; 
sometimes lectures are given, and the 
inspectors are required to write papers 
on the lectures. Occasionally the in- 
spectors are called on to furnish mate- 
rial looking toward the formation of 
new codes or the revision of old ones. 
By means of those meetings the in- 
spectors are educated in the technicali- 
ties of their work. 


NEED FoR ADEQUATE SALARIES 


AND PROMOTION SYSTEM 


In spite, however, of the most careful 
systems of selection and training of 
applicants, there will be little likelihood 
of maintaining an adequate and satis- 
factory staff unless there is a proper 
inducement offered in the way of salary 
and promotion. The work of an in- 
spector involves many hardships and 
much physical strain, and requires 
technically-skilled people. In justice 
to the importance of the work and to 
the loyalty and interest of the inspect- 
ing staff, salaries should compare favor- 
ably with those paid for similar 
technical positions in other fields. It 
is not possible to set one definite salary 
scale for factory inspectors. Condi- 
tions and cost of living vary in different 


parts of the country; the technical re- 
quirements of the position, its duties 


and responsibilities, may also vary. 


But a comparatively high salary is 
essential if an adequate staff is to be 


maintained. 
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Even an established salary rate at a 
fairly satisfactory level is not enough, 
however, for the development of the 
profession of factory inspection. It is 
essential that there should also be a 
system of promotion which shall hold 
out a prospect of advancement and 
increased responsibility. The Wom- 
en’s Bureau has found that with a 
salary of $1,800, and $4 a day while 
in the field, it has been possible to se- 
cure satisfactory agents, but, because 
Congress has imposed a salary restric- 
tion which does not permit of any ad- 
vancement above this rate, there has 
been a very considerable turnover 
among the agents, who, as their expe- 
rience increases and they become of 
greater value to the bureau, find more 
remunerative positions outside of the 
Government. In this way the bureau 
really serves to a certain extent as a 


way 


HE consideration given by citizens 
to the management of their gov- 
ernments almost always starts with 
several comfortable assumptions based 
only partially upon fact: (1) that 
private undertakings are efficiently 
managed, free from internal politics, 
sudden changes of policy, and in- 
competent office-holding; (2) that gov- 
ernmental departments are full of 
incompetents and loafers; (3) that 
economies can practically always be 
effected by appropriating less money 
and discharging more people; and (4) 
that government ard private business 
are in all respects opposite. 
As a matter of fact, men who have 
had a fair chance to — both gare 
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Dennison Manufacturing Company 


training school for this type of worker, 
which is a valuable function, to be sure 
but not the one for which the bureay 
was created. 

In the state of New Jersey, there are 
four grades of factory inspector, each 
grade carrying a somewhat higher rate 
of pay. Promotion through  theg 
grades is attained by length of service, 
examination, and generally efficient 
work. Such a system as this, which 
guarantees under the Civil Service 
permanency and freedom from political 
pressure, which provides training, and 
which holds out a future of widened 
responsibilities and increased salary, is 
the only system which will ensure for 
factory inspection a personnel equip- 
ment adequate for this work, whieh 
is the vital part of any program 
for the betterment of industrial condi- 
tions. 


and public activities, and who have 
open minds to make the proper 
analyses and scientific comparisons, 
usually discover that the difference 
between a large organization and a 


small one is much greater than the | 


difference between a governmental 
organization and one under private 
control; and that between government 
and private enterprises of comparable 
management and nature there are more 
significant resemblances than differ- 
ences. 


AppEAL oF Fatse Economies 
It is well known in private industry 
that it is possible to be penny wise and 
pound foolish; to make economies of 
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a negative sort that in final cost outrun 
the wildest extravagances; that it is 
possible to be too extravagant in over- 
head but also to save so many dollars 
in overhead that for every one saved 
there is a loss of ten under foot. A 
department running fairly well can 
always get along without a part of its 
management for a short time, but it 
won't continue to run as well with part 
of its leadership cut off. Here is an 
insidious source of false economies, 
because so few people can resist the 
appeal of the next few weeks in favor 
of the months far beyond. 

There is hardly a branch of private 
industry or of the Government in which 
important true economies cannot be 
made if worked out thoughtfully and 
in a constructive frame of mind, rather 
than noisily and superficially. But 
there is no branch in which extravagant 
false economies are not showy and 
easy to make—where meat-axe econ- 
omizing cannot lose more than years of 
good management can recover. 


Psycnotocy or Economy 
MRfASURE 


When a plan for true economizing 
has been developed, another pitfall 
remains; for the best scheme of 
economy can be put into effect in such 
a way as to cost more by injured 
morale than it saves. An undue 
suddenness—a failure to realize that 
minds can never turn sharp corners 
without racking—will set up a wonder, 
a fear, then a doubt and resentment 
which more thoughtful methods might 
avoid at rich profit. 

Anyone knowing human nature, and 
realizing that those who fill the posi- 
tions of government service are human 
beings, can appreciate the reaction of 
the employe under a so-called régime 
of economizing. Seeing merely part 
of the true need for economy, it can 
appeal to him only as a campaign to 
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make him carry heavier loads, or to | 
force him out of employment altogether peak 
in order that some individuals and — 
corporations better off than he shall 
be saved soine dollars of taxes. To 
meet this inevitable reaction and to 
broaden it into a deeper understanding, _ 
and to make wider and more directly _ 
effective any of the measures at- 
tempted for economy, there must be _ 
means devised for meetings and con- 
ferences, for the mutual education of _ 
those who must carry througheconomy 
measures and those who must live — 
under them. 

But if economizing is threatened with 
subtle loss through the operation of 
morale, so is it offered golden chances 
for gain thereby. ‘The simple hope of 
release from the Hitchcock-Burleson 
tradition in the Post Office Department 
effected a true economy of a cumula- 
tive sort, the fullness of which is only 
at the beginning of its realizations. 
Let any single postmaster be changed _ 
from bungler to clean-cut leader and _ 
overnight, before actual money can be 
“saved,” service given for the same 
dollars can jump 50 per cent. - 


Tue INreRNAL GoopwiLL AccouNT 


In the days of our rapid expansion, . } 
when men held their own by quick © 
thinking rather than deep thinking, 
it was easily assumed that nothing in 
the workers’ hearts or minds mattered; 
proper supervision, “good old-fash- _ 
ioned bossing” would get out of them 
all there was to be had. Supervision __ 
we must certainly have. At home or _ 
at work few can do well without it; 
but under leadership we do twenty 
times better. 

So the best and most permanent 
economizing makes certain that it 
provides for the sort of organization 
within which leadership is most likely 
to grow. It will avoid the cheap-and- 
easy course of lopping off help and 
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hoping the remainders will make it up 
somehow; it will avoid saving salaries 
and sacrificing all chance for structural 


field for economies. In anal any 
measures of economy in large gover. 
ment departments must take into fy} 


improvements; it will aim specifica!!y 


at the Internal Goodwill Account, 


the most difficult and most profitable 


alin The Federal Civil Service Retirement Law 


By Joun T. Dove 

Seeretary, United States Civil Service Commission 


HE soldier bonus and military 

pensions have lost somewhat of 
their high estate in patriotic fervor. 
The heart of the nation is still warm in 
gratitude to those who served on the 
field of battle or in sheltered depart- 
mental duty; but there is a failure in 
tangible means of expression. Mili- 
tary pensions never had a scientific 
basis, and the Federal Retirement Act 
of May 22, 1920, providing annuities 
for the old age of more than 400,000 
civil employes, is lacking in protection 
and forethought. The nature of the 
federal retirement system needs to be 
studied so that enormous obligations 
will not be unwisely incurred, and safe- 
guards devised for its administration 
in order that gratuities will not be 
handed out indiscriminately nor the 
younger employes unduly taxed for 
the support of annuitants. 
Mernovs anp RequirEMENTS 
lis 
The Federal Retirement Law pro- 
vides' a method of co-operation among 
the employes under the benevolent 
administration of the Government with 
the implication that the Government 
will in time make good the inevitable 
deficiency. The method has the vice 
of the old tontine system in postponing 


'For a digest of this law see page 343.— 
Eprror. 


account the basic principles of person. 
nel management or they are fully as 
likely to waste as to save. 


a reckoning. The law was drafted by 
the employes after a third of a century 
of effort with Congress, and of necessity 
represents a compromise between the 
conflicting views of the younger and 
older employes on the one hand and 
certain prejudices of Congress on the 
other. 

The Retirement Act applies to classi- 
fied permanent employes, including 
those who are in excepted positions 
with a classified status; laborers who 
are subject to labor regulations; em- 
ployes of the Superintendent of the 
Capitol, Library of Congress, Botanic 
Gardens, and municipal government 
of the District of Columbia. 

It requires deductions of 2} per cent 
from salaries, and provides annuities 
not exceeding $720 per annum, the 
amount depending upon length of 
service and average salary for the last 
ten years. No employe can draw 
annuity who has not served fifteen 
years. Total disability not due to mis- 
conduct entitles to annuity as does in- 
voluntary separation of employes 
fifty-five years of age. Mechanics, 
city and rural carriers and post-office 
clerks are eligible for retirement at 
sixty-five, railway postal clerks at 
sixty-two, and all others at seventy. 

A refund of all deductions with in- 
terest is due to any employe or his legal 
representative if he passes out from 


ul 
ti 
‘ 
hi 
= t 
f 
, 
f 
I 
if 


under the Retirement Act by separa- 
tion, transfer or death. 

The system is not thus far “a raid 
on the Treasury,” since the annuities 
have been paid wholly from the com- 

ry reservation of salary. On 
June 30, 1923, $37,367,768 had been 
contributed and $25,510,289 remained 
to the credit of the fund. The time 
is not remote, however, wien tiie tax- 
payer must also contribute, since the 
reservations from salary are insufficient 
for ultimate solvency, although the 
maximum annuity is only $720 and 
the average annuity less than $500. 

EXPEDIENCY OF PENSIONS 

Civil pension systems are prevalent 
throughout the world, beginning with 
the Council of Chalcedon in the fifth 
century, and, in the Western Hemi- 
sphere, with the Grand Trunk Railway 
in 1874. Our own country was the 
last of the great civilized nations to 
make provision for superannuation 
in its federal service. In 1923 a special 
committee of the Canadian Govern- 
ment reported: 


It is admitted by all who have investi- 
gated civil service conditions, not only in 
Canada, but in other countries as well, 
that a superannuation scheme is an essen- 
tial part of the regulative machinery. 
This conclusion is in accord with the experi- 
ence of private corporations in dealing 
with large groups of employes. 

Pension systems have broad eco- 
nomic and social aspects. They pre- 
sent an exceedingly complex problem. 
In the case of the public service the 
problem differs from that in private 
industry, as do also the supporting 
reasons. While pensions involve large 
ultimate obligations, the financial as- 
pects may be less important than the 
ultimate effects upon the worker, his 
efficiency, his material well-being and, 
more vital still, his character, the possi- 
bility of diminishing the qualities of 


self-reliance, 
respect. 

The element of expediency, it is gen- 
erally assumed, is the controlling factor 
in industrial pensions. Labor feared 
the Greeks bearing gifts and looked _ 
askance upon pensions given by the | 
employer. Their use was regarded as _ 
an attempt to “chain the worker to his 
job,” to prevent or hinder unionization, 
to influence the workers to accept low 
wages and disagreeable conditions of 
employment and to effect disciplinary 
control, thus deterring strikes and 
activities displeasing to the manage- 
ment. 

It would be Phariseeism to say that 
either industry or Congress, in making 
provision for superannuation, is pri- 
marily moved by considerations of hu- 
manity or a desire to reward long and © 
faithful service. Payments to insur- _ 
ance funds are made chiefly or wholly 
out of wages and are deferred pay. 
This article will show that for a cen- 
tury Congress resisted humane con- _ 
siderations and yielded to the pressure — 
for a retirement system only when > 
drastic measures failed and it was plain _ 
that superannuation could not other- 
wise be avoided. In government even — 
more than in private industry a retire- — 
ment system, just alike to the Govern- __ 
ment and to the employes, is in the © 
interest of economy and efficiency. 
In private business there is no neces- aay 
sary coddling of the employe in a hu- 
mane desire to provide for his old age — 
and to reward long service. Pensions 
are intended rather to stimulate the __ 
good will and effort of the active force, — 
to reduce labor turnover, to further 
disciplinary control, to give stability 
in addition to the day’s labor. While 
these reasons also apply in a degree to 
the civil service, there are strong rea- — r 
sons for pensions in that service which 
do not operate in private business and 
which it is important to understand. 
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REcOGNITION OF NEED FOR A PENSION 
SysTEM 


The superannuated employe in the 
civil service began to be a familiar, 
albeit a rhetorical figure, long before 
we had a classified civil service.? Par- 
ton states that as early as 1829 clerks 
appointed by the early presidents had 
grown gray in the service and, if re- 
moved, were beggared and helpless. 
In 1845 a committee of the House of 
Representatives reported: 


The list of officers becomes a pension 
roll; the public departments are sought to 
be converted into national! poor-houses. 


The committee stated its belief that 
the remedy “is to be found in limiting 
the official term to a period so short 
that the incumbents will hardly be 
able to forget that they are once more 
to become private citizens.” Four 
years later Postmaster-General Col- 
lamer formulated a bill for the pension- 
ing of civil service employes to relieve 
superannuation. 

Prior to 1861 army officers did not 
have pensions nor a life tenure, but 
were dependent for retention upon the 
forbearance of the Executive. The 
establishment of a pension list and 
stability of tenure proved of great 
benefit to the military and naval serv- 
ices, promoting good behavior and a 
high moral and professional standard. 
The same motives of self-interest in 
good behavior thus established in the 
military service should be operative 
in the civil service, and Congress might 
well have applied the same principles. 
They tend to a professional standard, 
in that continuance in office is made to 
depend upon efficiency and character. 
If free from anxiety as to his support 
in old age, the employe may devote 
all his energies to a career of public 
usefulness. 

In 1864 Senator Nesmith charac- 


* Note Parton's Life of Jackson, Vol. 3, p. 211. 
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terized the Mint at Philadelphia as “a 
sort of pauper house for broken-dowp 
politicians.” In 1870 Senator Matt 
Carpenter spoke of the departments as 
“great infirmaries for paupers,” and 
added: 


If any man has served the country s9 
long as to be entitled to a living at its 
hands, let us meet that question like men 
and give him a pension. 


A debate took place in the Senate in 
that year on the establishment of a 
Civil Service Relief Fund, in the course 
of which Senator Davis said: 


It would be a great office of humanity 
to many old and decrepit clerks who have 
wasted and worn out their days and their 
strength in the service of the Government. 


Senator Cockrell said that the servy- 
ice could be 


improved by the discharge peremptorily, 
without any cause being assigned, of quite 
a large number of the fossils infesting the 
departments and performing no real service. 


Representative Butterworth, in 
1890, after drawing a painful picture 
of old soldiers retained as clerks “who 
bear on their bodies the evidence of 
good service,” said: 

We deem it important that Congress shall 
at some time indicate its desire in the mat- 
ter of continuing these worthy employes, 
how and where they are to be continued 
and at what rate, for they served the coun- 
try worthily and well and are entitled to 
consideration. 


The conditions in the service which 
rendered retirement legislation neces- 
sary were illustrated in a “hurried and 
superficial” examination by a com- 
mittee of Congress in 1890, in which 
397 employes were found in the depart- 
ments at Washington wholly or partly 
inefficient, but drawing salaries amount- 
ing to $450,000 a year. It was termed 
“a rapidly growing civil pension list,” 
but Representative Cannon maintained 
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that there were fewer incompetent 
clerks in proportion to the total num- 
ber than there had been in twenty or 
thirty years. In the debates in Con- 
gress of that period the service was re- 
ferred to as an “‘almshouse, an asylum 
where the aged and infirm luxuriated, 

constituting a venerable reserve force 
of incapacities.”” It was said that the 
service was infested by fossils who per- 
formed no real service. It was be- 
lieved that the Government was paying 
from a half million to a million dollars 
annually in what was a virtual pension 
system. The public might well have 
borne the entire expense of pensioning 
this venerable force as a measure of 
efficiency, since the heads of depart- 
ments did not have the heart to 
discharge them. Postmaster-General 
Wanamaker advocated retirement with 
a year’s pay. Their retention worked 
great indirect harm in clogging and 
slowing up the Government machine. 
Promotions were blocked to ambitious 
employes, as vacancies rarely occurred 
in the higher and better paid positions. 
It was said that the tree had become 
dead at the top. 


Fear or Lire TENURE IN OFFICE 


For nearly a century the evils of 
superannuation were evident to Con- 
gress, but it was unwilling to provide a 
remedy other than by compelling dras- 
ticremovals. The adoption of a sound 
and humane measure was delayed by 
an erroneous belief that a pension list 
is the natural outgrowth of a civil 
service practice which insures compara- 
tive permanence of tenure. As against 


this view of the effect of a tenure de- 
pendent upon good behavior, we have 
the testimony of Representative Can- 
non in 1890 that superannuation had 
become proportionately less following 
the civil service law of 1883. Repre- 
sentative Brosius said, in 1896: 
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A very erroneous idea prevails in some 
quarters that the merit system contem- 
plates a life tenure in office. The only 
tenure known in the merit system is the 
“efficiency” tenure. The only life tenure 
ever known in our civil service was under 
the spoils system, where political influence 
could keep a man in office after he ceased 
to be efficient. From the standpoint of 
the merit system there is no reason for 
placing a man in office and for continuing 
him in office except that he is efficient in 
the performance of his duties. This is the 
spirit of civil service reform and it would 
be given full effect in practice if reform 
methods prevailed within the service. 


The doctrine of rotation in office has 
been urged of late years as a cure for 
the evils of superannuation without 
the expense of a retirement system. 
No longer ago than 1896 the platform 
of a national party declared against 
“life tenure in office” and favored 
“fixed terms of office.” In 1912 Presi- 
dent Taft vetoed a bill fixing seven 
years as a term for employes in the 
classified service. The question of 
civil pensions had arisen to disquiet 
those who cherished the ancient and 
inherited fear of an office-holding 
oligarchy. It was said that the in- 
evitable result of a civil pension would 
be an intrenched body of employes 
fixing their own standards of duty. 


InprreEct PROVISION FOR PERMANENCY 
or TENURE 


The merit system of appointments, 
although it makes no direct provision 
for permanency of tenure, operates to 
secure it by taking away the motive 
for making removals for arbitrary rea- 
sons. An employe is subject to dis- 
missal at any time, but his successor 
may not be appointed through per- 
sonal or political favor. 

To this extent the Civil Service Act 
has promoted permanency, and a 
smaller proportion of persons are re- 
moved from the competitive classified 


as a 
-down 
Matt | 
nts as | 
and 
try so 
at its 
men 
ite in 
of a | 
yurse | 
anity 
have | 
| 
1ent. 
ery- 
rily, | 
uite 
the 
rice. 
in | 
- 
vho 
of 
all 
el 
ed 
ch | 
d > 
id 


service than from other parts of the 
service. In order to secure justice in 
making such removals it was further 
provided by statute that the appoint- 
ing officer must give his written rea- 
sons, with proper notice and an oppor- 
tunity for written answer, to the person 
proposed to be removed, aud that re- 
movals should only be made for such 
reasons as would promote the efficiency 
of the service. It is evident that, 
under this rule, rigidly enforced, no 
person ought to be retained in the pub- 
lic service whose dismissal is required 
in the interests of good administration. 
But it is also true that, from humane 
considerations, appointing officers will 
be reluctant to dismiss those who have 
become superannuated or otherwise 
incapacitated where hardship will 
result, and especially in cases where the 
employes have served the Government 
faithfully for many years. Some em- 
ployes were kept on for sentimental 
reasons, regardless of their lack of effi- 
ciency, and others were kept because 
of the inefficiency of their superiors. 
The merit system as embodied in the 
Civil Service Act was not to blame for 
these results. 


ConpiT10ons Crvit War 


Following the Civil War a large pro- 
portion of appointments were naturally 
of soldiers of that war. The statutes 
as well as public sentiment gave them 
preference. Many of these soldier ap- 
pointees rendered very valuable service 
and reached high positions. Appoint- 
ing officers who did not have ice in 
their veins would not remove or reduce 
them when they reached advanced 
age, although Congress had passed 
acts aimed against an indirect pension 
system. In 1899 Congress passed an 
act forbidding the establishment of a 
civil pension roll or an honorable serv- 
ice roll, or the exemption of any of the 
employes from the existing laws re- 


specting employment. In “1890 it 
made it the duty of heads of depart- 
ments to report each year to Congress 
the number of employes in each bureau 
and office and the salaries of each who 
were below a fair standard of efficiency, 
In 1904 an act was passed forbidding 
the payment of salary to persons in- 
capacitated other than temporarily. 
It was further urged that employes 
should be compulsorily dropped on 
reaching 65 or 70 years of age. These 
acts for the most part proved dead 
letters. 

Some of the experiences of officials 
in enforcing these statutes gave pause 
to removals. Eugene Ware, when 
Commissioner of Pensions, testified 
before a Committee of Congress: 


There was an old man in the Bureau 
who was so thoroughly inefficient that I 
concluded to dismiss him. He was over 
eighty years of age, and I had the papers 
on my desk ready to issue when the next 
morning, before the dismissal could take 
place, he dropped dead, and it scared me. 
If I had issued the order for his dismissal, 
it might have been charged that I inhu- 
manely murdered him. I have not been 
able to bring my courage up to the point 
of dismissing any of those very old people. 


Another bureau head, in obedience 
to statute, dropped three aged em- 
ployes. One died within a few weeks, 
another within two days, and the third, 
an old soldier, shortly thereafter killed 
himself. It is the grim, silent tragedy 
of the superannuated man. 

What solution does the retirement 
law provide? Does it produce economy 
in public expenditure? Is it mere phi- 
lanthropy or the precursor of dreaded 
civil pensions ad infinitum? 


Low Pay Makes Savincs ImpossIBLE 


No general efficiency system of em- 
ployment had been put in force before 
the adoption of the Retirement Act 
which would discover incapacity and 
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compel removals. Salaries, following 
the rise in the cost of living, were not 
generally increased proportionally, and 
it became difficult or impossible for the 
federal employe to provide for his old 
age. If salaries had been increased 
and employes enabled to provide insur- 


. ance for themselves, the superannua- 


tion problem would have found amelio- 
ration; and if each candidate for em- 
ployment had been required to take 
out a policy with an insurance company 
and maintain it during his service, a 
cure would have been provided. Em- 
ployes would have thus been protected 
against the evils of superannuation 
while each would bear the burden of 
providing for himself. 

Some paternal system became inevi- 
table, since removal statutes could not 
be enforced, civil pensions were abhor- 
rent, and, owing to the tenacity of the 
spoils system, scientific personnel meth- 
ods were apparently impossible of 
adoption. 

The retirement law has created an 
irrevocable system, since the Govern- 
ment has definitely embarked on the 
policy of acting as a savings bank and 
insurance company for its employes. 
It is now a part of the contract of hir- 
ing. There may be no moral obliga- 
tion resting upon the Government to 


_ enter upon a measure for providing an 


annuity for the support of its superan- 
nuated employes, but as a practical 
matter there is no other recourse than 
compulsory contributions from salaries 
to rid the service of accumulated 
superannuation and guard against its 


recurrence. 


In the old-fashioned days it was 


thought to be one’s duty to save. If 


ngaged in business a man was ambi- 
tious to become a capitalist, at least in 
a small way, and if in the government 
service he of necessity saved against the 
day when a change of party might oust 
him. Neither of these motives longer 
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controls. The employe has less hope 
and less opportunity to become a capi- 
talist. He is apt to spend his days in 
the salaried class, and with more secure 
tenure, but a salary usually below the 
necessities of his station in life, the 
federal employe cannot, or at least does 
not, make provision for his old age. 
The theory that he ought to save is 
iridescent. The fact is that he does 
not. Few young men or women enter 
the federal service with a definite in- 
tention of making it a career. The 
average salary of less than $1,500 and 
the lack of opportunity for promotions 
are not inviting. ‘The higher and more 
desirable positions, by the irony of fate, 
are not filled by promotion, as in the 
business world, but continue to be 
political patronage, and political influ- 
ences are an element of inefficiency 
and corruption that discourage merit. 
The average employe remains in the 
service through inertia. The saying 
that “few die and none resign” con- 
tains the true implication that only 
the rare bird ever retired. The poor- 
house too often was a final refuge when 
some appointing officer was at last re- 
luctantly compelled to drop an employe 
who, however useful in his time, had 
passed into decrepitude. 

The federal employe acquires skill 
and knowledge which, as a rule, have 
no counterpart or market outside the 
government service. A clerk in a post 
office, for example, acquires a knowl- 
edge of schemes and routes of distribu- 
tion and an expertness as a sorter which 
render him valuable to the Govern- 
ment. But he cannot, like a salesman, 
shift to another employer. No em- 
ployer has need of his knowledge or 
skill. It is all the more incumbent 
on the Government to give the em- 
ployes deferred pay, not on a humane 
basis or as a pension, but to stimulate 
the good will and effort of the active 
force and to provide against old age, 
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Distress INcREASED By Pay 


A straight pension would, of course, 
have been vastly simpler than the 
present complicated system, but it 
would, as happened in England, have 
almost certainly interfered with the 
proper increase of salaries. The Gov- 
ernment would say, “They are pen- 
sioners, therefore we will not increase 
their salaries; we will reduce them.” 
The average annual pay of the fed- 
eral employe, at least when employed 
in a large city, is perhaps a thousand 
dollars less than is required to support a 
family in a normal, healthy and self- 
respecting manner. Unless the em- 
ployes are adequately paid it will be 
increasingly impossible to secure a sat- 
isfactory type of individual. To have 
deductions made from his inadequate 
pay is to add to his burden and make 
him less efficient and more dissatisfied. 
It drives away the efficient employe 
who finds in private enterprise larger 
immediate salary, assured advance- 
ment for merit to the highest positions, 
a career, and thus a certain and ade- 
_ quate provision for his old age, even in 
the absence of a retirement annuity. 
Thus the Government defeats the ob- 
_ ject of instituting a retirement system. 
_ There is no dispute or room for dispute 
about the high cost of living and the 
fact that the pay of the average federal 
_ employe has not increased in anything 
like an even proportion to the cost of 
humble living. Such employes are 
greatly worse off now than they were 
- ten years ago, and their giving up a 
_ part of their already shrunken salaries 
adds to their distress. The iron law 
of wages has unrestricted play in their 
ease, since they do not have the weapon 
of the strike or of political combination. 
ae _ The pressure of political parties for a 
_ record of economy keeps down the wage. 
It is sheared by several agencies. 
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DeEFeEcts OF THE FepERAL Law 


“*. The illusory benefits of annuities 
“under an enforced contributory system 
are shown by the fact that the per- 
centage of workers who go on the pen- 
sion roll is usually only a small fraction 
of the total force or even of those re- 
maining in the service for long periods, 
The employe who does not receive an 
annuity is assured of the return of his 
contribution to himself or heirs with 
4 per cent interest, but meanwhile 
he is paying 7 per cent on the mortgage 
on his home or denied more profitable 
investment. The reward for long 
service fails for the employe who falls 
short of fifteen years’ employment 
through dismissal, and is denied for all 
employment beyond thirty years. In 
other words, under the present law, 
service for fifty years counts no more 
than service for thirty years, at which 
point the maximum annuity is reached. 

The demand for the existing retire- 
ment law came from Congress and not 
from the large body of employes. In 
a vote taken in 1911 only 186 out of 
10,494 employes favored annuities pro- 
vided by compulsory savings. Seven 
thousand, four hundred and fifty-nine 
favored an increase in salaries inde- 
pendent of pension legislation. The 
demand for pension systems comes 
from the employer and the public 
rather than from the worker. The 
attitude of employes as a class is one 
of indifference and, on the part of the 
younger employes, of hostility to pen- 
sions as detracting from salaries. 
Labor prefers an increase in the pay 
envelope to pensions. Labor prefers 
to control its own pension systems.* 


* Organized brewery workers some years ago, 
by a vote of 22,936 to 12,888, rejected a prof- 
fered pension plan under which the employes 
would contribute one half of one per cent of their 
wages and the employers one and a half per cent. 
This was much more liberal than the federal 


system. 
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GOVERNMENT LIABILITY 


It is evident that the federal retire- 

ment system needs to be put upon a 
sounder financial and a more equitable 
basis. ‘The fund created by compul- 
sory reservations from saleries creates a 
trust and the contributions of each 
employe are for his benefit alone. As 
it is a trust fund, the Government as 
trustee should keep careful account of 
the amounts of the individual pay- 
ments, with interest. Instead, the 
funds assume the form of a vast lump 
sum, against which annuities are 
charged, precisely as water is stored in 
a reservoir and later drawn off. It is 
an accrued liability to refund employes’ 
contributions with interest. No record 
is maintained, as such, of the actual 
amounts contributed by each employe. 
The calculation is made when he leaves 
the service upon the basis of his salary 
and length of service. Benefits are 
paid to one group of employes from 
the contributions made by another 
group. 
The Federal Government is permit- 
ting an annual liability to accrue equal 
to 3.87 per cent of the pay roll of mem- 
bers to provide the benefits. This 
amounts to upwards of $17,000,000 per 
annum, which, together with interest 
earnings and with undepleted contribu- 
tions at interest, provides the funds 
required to meet the benefit obliga- 
tions. Provision is not made for this 
contribution currently, nor is it even 
set up as a liability, but the Govern- 
ment annually diverts the contribu- 
tions of the employes to pay the pen- 
sions of those retired and permits this 
depletion to continue, not only un- 
accounted for but altogether disre- 
garded. 

A day of reckoning must come when 
the Government must not only appro- 
priate this 3.87 per cent of the pay roll 
for each elapsed year, but also must 
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make up the interest compounded at 


4 per cent that it fails to credit to the 
fund. It is not possible to estimate 


with any degree of accuracy the extent _ 


of the liabilities, but experience with 
other systems indicates that the 


amount required will increase ulti- 
mately to more than 20 per cent of the 
pay roll, if payments are not met as 


they accrue. 
not known, there is no means for meas- 
uring present and future obligations 


Since the liabilities are 


or of shaping a course from the many a 7 
proposals for change in the system. 


Obviously the liability should not be © 
permitted to continue mounting up as | 
an obligation to be met through taxa- — 
tion without record of its magnitude. 


Another criticism is that no accurate 
central record is kept of the member- 


ship, although the law gives each em- 


ploye a valid and inevitable claim 
against the assets. 


and there isno adequate basis for actua- 


rial investigations and valuations. The 


only record kept is in the case of pen- 
sioners. 
itself acts as a savings bank for the 
employe it does not keep a central 
record of the depositors, and it does not 
have the protection afforded by such 
records. It is only when the employe 
presents his claim that the data about 
him, often meager and inadequate or 
requiring to be established by ex parte 
affidavits, are compiled. An adequate 
service record of employes is essential 


Although the Government — 


The aggregate 
number of contributors is not known, 


for retirement as well as for personnel 


purposes and a basis of intelligent legis- 
lation. 
It would be far cheaper to maintain 


a current record of employes and their 


contributions than to put off the evil 


day when it has to be compiled any- _ ; 
way, when employes retire. The Gov- _ 


ernment thus loses protection 
which such records afford. There are 
also inequalities as among employes. 


: 
: 
$97 
em 
er- 
on 
re- 
1s. 
an 
Lis 
th 
ile 
ge 
le 
Ig 
Is 
at 
h 
l. 
| 
| 


better than no provision for super. 
annuation. 

Honorable Thomas Ewing, fo 
Commissioner of Patents, testifies: 


For instance, an employe entering the 
service at the age of forty may retire 
with a maximum allowance at seventy, 
_ whereas an employe appointed at 


ighteen must fift be- 
These employes of the Government are 


fore he reaches the retirement age of 


_ seventy. He must, 


therefore, serve 


_ twenty-two years longer, and, if salary 


- conditions are the same, pay into the 


_ retirement fund more than 70 per cent 
_ in excess of the employe entering at the 


age of forty, although receiving the 


same annuity. Again, a high salaried 
employe, from whose salary a much 
larger sum is reserved, before reaching 
retirement age may find it more advan- 
tageous to resign and withdraw his con- 
tribution, as he may obtain a larger 
annuity from an insurance company 
than would be allowed by the Govern- 
ment. The lower paid employe re- 
ceives a very substantial advantage 
over the higher paid employe. 

Effects of the retirement law which 
may be noted in passing are that the 
annuities provided are so small that 
the higher paid employes can ill afford 
to retire in favor of the younger; and 
employes are compelled to contribute 
to the fund without receiving annuities 
properly related to _ contributions. 
The ages for retirement (seventy for 
the clerical grades) are set too high to 
attract younger employes. With its 
defects the Retirement Act‘ is vastly 

4A digest of the Federal Civil Service Retire- 
ment Law, Part VIII, of this volume, p. 343. 


STUDY of the history of retire- 
ment systems for public employes 


in the United States reveals the fact 
that probably no other kind of social 
legislation has ever been enacted with 


proud. They are proud of their service. 
They are proud of their Government, 
And they ought not to be subjected to dis. 
association from the Government under 
conditions that break their pride and 
that perhaps break their hearts and kil 
them. 


Mr. Hays, when Postmaster-Gen- 
eral, said: 


Heads of departments and higher officials 
inaugurate policies and give inspiration to 
greater accomplishments in the public 
service, but the men who devote their lives 
and talents to the Government, carrying 


on the work in a continuity of effort and | 


devoted faithfulness, are responsible for a 
large measure of accomplishments and sue- 
cess which are realized in the function of 
the Government. These men forego the 
opportunities offered by industry and en- 
terprise to those who carry on the world’s 
work. They miss the prizes and rewards 
that come to those workers. The Govern- 
ment capitalizes their efforts and faithful 
ness, and it is only fair consideration and 
compensation that some commensurate 
return should be guaranteed them for the 
long years of service. The retirement law 
has recognized this in a measure, but the 
benefits paid are entirely too small and it 


lacks the provision for retirement upon an ' 


adequate compensation after a_ specific 
period of service. L 
4, 


«ton Retirement Systems and Morale in Public Service 


By H. H. Batsu, 
Secretary of State Retirement Board, Commonwealth of Pennsylvania : 


such an inadequate understanding of 
the costs involved and purposes to be 
served. Almost all the earlier retire- 
ment systems have been abandoned or 
reorganized, either because they be 
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came insolvent or failed to accomplish 
the purpose for which they were de- 

Time and again public em- 
ployes, who had been depending upon 
a retirement system for protection in 
old age, have had the bitter experience 
of finding themselves without the ex- 
pected protection because of the insol- 
vency of the system. 

The idea of a retirement system for 
public employes had its origin in Eu- 
rope, and a number of European coun- 
tries had considerable experience with 
retirement systems before the idea was 
transplanted to American soil. The 
first retirement system for public 
employes in the United States of which 
a record is available is the New York 
City Pension Fund for Policemen, 
which was established in 1857. For a 
time the pension or retirement system 
idea made slow progress in this coun- 
try, but during the last two decades 
the merits and advantages of a retire- 
ment system have been better under- 
stood, both by the employes and the 
public, and the number of retirement 
systems is rapidly increasing. There 
are now about five hundred different 
retirement systems in this country, in- 
cluding more than one hundred public 
school teachers’ retirement systems, and 
the number is being increased yearly. 


Present Strate-Wipe RETIREMENT 
SYSTEMS 


In addition to the Federal Govern- 
ment Civil Service Retirement Sys- 
tem, which was enacted in 1920, eight 
states now have state-wide retirement 
systems for public employes. Massa- 
chusetts was the pioneer in the estab- 
lishment of a state-wide system, having 
enacted its law in 1911. Maine and 
Connecticut followed in 1919, New 
York in 1920, New Jersey in 1921 and 
Pennsylvania in 1923. North Caro- 
lina has a state-wide retirement sys- 
tem for judges, and Utah for firemen, 


‘Retirement SYSTEMS AND IN 


enacted in 1921. The following states 
have enacted legislation permitting 
cities, towns and counties to establish 
retirement systems for their employes: 
Rhode Island, Maryland, Indiana, 
Michigan, Tennessee, Colorado, Cali- 
fornia and Wisconsin. 

The following states have enacted 


state-wide retirement systems for their | 


public school teachers: Arizona, Cali- 
fornia, Connecticut, Idaho, Illinois, 
Indiana, Maine, Maryland, Massachu- 
setts, Michigan, Minnesota, Missis- 
sippi, Montana, Nevada, New Jersey, 
New York, North Dakota, Ohio, Penn- 
sylvania, Rhode Island, Vermont, Vir- 
ginia and Wisconsin. The District of 
Columbia also has a retirement system 
for its public school teachers. In the 
following states legislation has been 
enacted permitting cities, towns and 
counties to establish retirement sys- 
tems for their public school teachers: 
Alabama, Colorado, Delaware, Iowa, 
Kansas, Kentucky, Louisiana, Mis- 
souri, Nebraska, Oregon, Utah, Wash- 
ington and West Virginia. This leaves 
only ten states in which some kind of a 
retirement law has not been enacted. 
The rapid spread of the retirement 
system idea in this country in recent 
years justifies the prediction that the 
time will come when public school 
teachers and all other public employes 
will be given the opportunity of mem- 
bership in a retirement system. In 


this connection the statement should | 


be made that almost all important cor- 
porations and industries now have re- 


tirement systems for their employes, _ 


and all of the leading religious denom- 


inations have organized retirement sys- __ 


tems for their ministers and mission- 
aries. 


Meruops oF SECURING THE FuNDs TO 
FINANCE THE RETIREMENT SysTEM 


When the question of the organiza- 


tion of a retirement system for public 
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a employes i is presented, one of the first 
to be considered is the 
_ method of securing the funds to finance 
_ the system. Three different methods 
_ have been tried, which from the stand- 
point of the employes may be called the 
wholly contributory, the non-contrib- 
utory and the partly contributory. 
The wholly contributory and the non- 
contributory methods represent the 
two extreme and opposing views that 
are asserted when retirement system 
legislation is proposed. Under the 
wholly contributory method the retire- 
ment allowances are paid entirely from 
the contributions of the employes 
without any help from the Government. 
Under the non-contributory method 
the Government pays the entire cost 
of the retirement allowances and the 
employes make no contributions. The 
wholly contributory method was the 
result of the idea that a retirement 
system is designed for the benefit of 
the employes. The non-contributory 
method resulted from the idea that the 
Government was either the chief bene- 
ficiary of the retirement system or was 
under an obligation to care for its 
employes because of long and faithful 
service. 

The generally accepted view now is 
that an equitably planned retirement 
system benefits both the employes and 
the Government, and that each should 
bear a share of the cost. It is true 
that certain groups of public employes 
continue to cling to the idea that a 
non-contributory retirement system is 
desirable. The non-contributory sys- 
tem “‘touches that universal chord in 
human nature which responds to the 
idea of getting something for nothing.” 
The employes who advocate a non- 
contributory system should study the 
effect of such a system on the civil 
service employes of the English Gov- 
ernment. In 1909 the civil service 
employes of the English Government, 
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by an almost unanimous vote, re 
quested the Government to discon. 
tinue the non-contributory retirement 
system that had been in operation 
since 1859. The principal reason given 
was that “the effect of a system main. 
tained entirely at government expense 
was to depress salaries by an amount 
far in excess of the benefits of the pen. 
sion; hence such a system, although 
non-contributory in appearance, was 
in reality a contributory system.” 
Just how the cost of a retirement 
system should be divided between the 
employes and the Government is an 
important question. Even a super- 
ficial examination of the average retire- 
ment system will reveal the benefits 
which the employes receive, but the 
fact that the Government is also bene- 
fited should not be overlooked. An 
equitably planned retirement system 
will enable the Government to elim- 
inate its superannuated and incapac- 
itated employes, attract and retain a 
better grade of employes and improve 
the morale of its employes. In addi- 
tion to the benefits just enumerated, a 
retirement system usually proves to be 
an aid in reducing the expenses of the 
Government. Those who believe that 
in the absence of a retirement system 
inefficient and superannuated em- 
ployes are dropped from the service 
show themselves to be utterly ignorant 
of the conditions that generally prevail 
in government service. Anyone fa- 
miliar with the situation knows that 
without a retirement system super- 
annuated employes are continued on 
the pay roll at full salary as long as 
they are able to report for duty. The 
presence of employes who are no longer 
able to render efficient service affects 
the morale of the other employes. 
Even a non-contributory retirement 
system, where the Government pays 
the entire cost of the retirement allow- 
ance, is cheaper than the plan that is 
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usually followed when there is no re- 
tirement system available to permit 
the retirement of superannuated em- 
ployes. State governments that have 
thus far refused to enact a retirement 
system for their employes, because of 
jts supposed excessive cost, would not 
only save money but also increase the 
efficiency of their service by the en- 
actment of a modern, scientifically- 
planned retirement system. 


DisTRIBUTION OF Costs 


In the discussions that have devel- 
oped in connection with the organiza- 
tion of retirement systems, there is 
coming to be a general agreement that 
the benefits which accrue, both to the 
employes and the Government, are 
about equal. This leads to the con- 
clusion that the cost of the benefits 
should be divided about equally be- 
tween the employes and the Govern- 
ment. The best judgment seems to be 
that the employes and the Government 
should share equally the cost of the 
retirement allowances based on service 
rendered after the establishment of the 
retirement system, and the Govern- 
ment should bear the cost of the retire- 
ment allowances based on service ren- 
dered before the establishment of the 
system. 

This method of meeting the cost of 
the retirement allowances results log- 
ically in the division of the employes 
into two groups. Those who entered 
the service at the time of or prior to 
the establishment of the system become 
original members, and those who enter 
the service after the establishment of 
the system become new members. 
Many of the original members will have 
been in the government service for 
many years and will have reached or be 
near the age of retirement. In many 


cases it would be a great hardship, and 
indeed in some cases it would be impos- 
sible, for such employes to pay even 
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one half the cost of their retirement 
allowances. Many of this group of 
employes would, therefore, remain out 
of the retirement system, and the Gov- 
ernment would thus be denied one of 
its chief benefits, that of the elimina- 
tion of its superannuated employes. 
In order that the Government may re- 
ceive the full benefit of the retirement 
system and also to afford the strongest 
possible inducement for all of this 
group to become members, the plan of 
having the Government pay the entire 
cost for service rendered prior to the 
establishment of the retirement system 
is being generally adopted. Experience 
thus far in the practical operation of 
retirement systems has developed the 
plan of optional membership for orig- 
inal members and compulsory mem- 
bership for new members. gre 


Costs AND BENEFITS Reape 


The cost of the retirement system to 
the Government and the employes 
will, of course, depend upon the nature 
of the benefits guaranteed. No retire- 
ment system should ever be estab- 
lished without first determining as ac- 
curately as possible the cost to all 
parties concerned, and adopting a plan 
to meet the cost. The history of re- 
tirement systems contains many dark 
pages because of the violation of this 
fundamental principle. A competent 
actuary is the first essential in the 
organization of a retirement system. 
There is no longer any excuse for the 
enactment of an unsound system. For 
a time the actuarial data required to 
prepare an accurate estimate of the 
cost of a retirement system were scarce 
and difficult to secure. There is now 
available sufficient data to enable any 
competent actuary to furnish detailed 
information as to the cost of a system 
that is to be organized on sound scien- 
tific principles, and no other kind 
should be considered. 


ment 
n the 
is an 
uper- 
etire- 
nefits 
t the 
bene- 

An 
elim- 
upac- 
rove 
addi- 
ed, a 
to be 
f the 
that 
stem 
em- 
rvice 
rant 
evail 
fa- 
that 
per- 
| on 
g as 
The 
ects 
yes. 
1ent 
ays 
low- 
it is 

cy. 


One of the results of the acceptance 
of actuarial advice in the organization 
of retirement systems has been an in- 
crease in the rates of contributions by 
the employes and the payments by the 
Government. The systems that were 
organized on the guess basis always 
had the unfortunate experience of dis- 
covering later that the rates of con- 
tribution were always guessed too low 
and did not provide funds enough to 
pay the promised benefits. An un- 
sound retirement system is infinitely 
worse than no system at all, as in the 
end it brings disappointment, creates 
discontent and destroys the morale of 
the employes. A retirement system 
that will help the morale must have 
and retain the confidence of the em- 
ployes, and this result can be assured 
only by a system that is actuarially 
sound from center to circumference. 
The usual procedure is to agree on the 
character of the benefits that are to be 
obtained, and then after a careful 
actuarial investigation of the mortality 
and service experience of the employes, 
the rates of contribution are adopted 
for both the employes and the Gov- 
ernment. The money contributed by 
the employes should be kept in a fund 
separate from the money contributed 
by the Government. A periodic val- 
uation of these funds by the actuary 
will disclose any readjustments in the 
rates of contribution that may be nec- 
essary in order to maintain the actu- 
arial soundness of the system. 


DisBurRsEMENT PLAN vs. 
 AcruartaL Reserve 


There are twodistinct plans of operat- 
ing a retirement system in respect to 
the time when the money to meet its 
obligations shall be raised. The one 
plan is the cash disbursement and the 
other is the actuarial reserve. Under 


the cash disbursement plan no reserve 
fund is established, and the retirement 
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allowances each year are paid from the 
contributions of the employes. If ad- 
ditional money is needed the Govern- 
ment appropriates for each year just 
enough to meet the obligations of the 
system for that year. Under the actu- 
arial reserve plan a reserve fund is 
established, and in addition to the con- 
tributions of the employes, the Gov- 
ernment appropriates for each year and 
pays into the reserve fund an amount 
which will be sufficient with compound 
interest to pay its share of the cost of 
the retirement allowances based on 
service rendered that year. 

The cash disbursement plan has the 
merit of simplicity in that no elaborate 
system of bookkeeping or accounting is 
required. A system operating under 
the cash disbursement plan also costs 
the Government much less during the 
first few years than a system operating 
under the actuarial reserve plan. The 
chief objection to the cash disburse- 
ment plan is that in times of economic 
pressure the Government may find it 
difficult to make the required appro- 
priation. After a few years, without a 
reserve fund with its interest earnings, 
the cash disbursement plan will require 
larger appropriations from the Gov- 
ernment than the actuarial reserve 
plan. The cash disbursement plan is 
also unfair because it requires future 
taxpayers to pay the cost of retirement 
allowances based on service rendered 
at the present time. The cost of the 
retirement allowance for each year of 
service should be charged against and 
paid by the Government in the year 
during which the service was rendered. 
Under the cash disbursement plan this 
cannot be done, and it frequently hap- 
pens that the cost of a retirement al- 
lowance based on present service will 
not be paid by the Government until 
many years in the future. 

The actuarial reserve plan is fair to 
all, since under this plan both the em- 


ployes and the Government contribute 
each year to their respective reserve 
funds an amount which, with com- 
pound interest, will be sufficient to pay 
their respective shares of the cost of 
the future retirement allowances based 
on service rendered that year. The 
actuarial reserve plan will also cost the 
Government much less in the end than 
the cash disbursement plan. The re- 
serve funds receive each year not only 
the contributions of the employes and 
the Government but also interest com- 
pounded. The interest earnings of the 
reserve funds soon become a substan- 
tial source of income and help very 
materially to reduce the amount which 
the Government would otherwise be 
required to pay. 

Retirement systems that are operat- 
ing under the cash disbursement plan, 
and are now congratulating them- 
selves because the cost to the Govern- 
ment is less than similar systems oper- 
ating under the actuarial reserve plan, 
will in a few years find the situation 
reversed. The actuarial reserve plan 
affords a feeling of security in times of 
economic pressure that does not exist 
under the cash disbursement plan. It 
is important that the assets and lia- 
bilities of a retirement system be 
clearly shown on its records each year. 
This is not usually done under the cash 
disbursement plan, but it is one of the 
essential requirements under the actu- 
arial reserve plan. The actuary, when 
computing the rates at which the em- 
ployes and the Government contribute 
to their respective funds under the 
actuarial reserve plan, takes into con- 
sideration the interest earnings of these 
funds. The continued actuarial sound- 
ness of the retirement system can, 
therefore, be maintained only by hav- 
ing the contributions of both the em- 
ployes and the Government paid 
promptly when due and carefully in- 
vested, 
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An examination of existing retire- 
ment systems for public employes in 
this country reveals a remarkable lack 
of uniformity in their general provi- 
sions and methods of operation. Some 
of them will bring disappointment to 
the employes who have been depend- 
ing on adequate protection in old age. 
Some are now considering a reorgan- 
ization, and others will be forced to 
this step in the near future. A brief 
digest of some of the systems follows: 


A DIGEST OF SOME RETIREMENT 
SYSTEMS 
Tae Feperau Crvm Service Retirement Act 


After years of agitation and discussion Con- 
gress finally enacted the Federal Civil Service 
Retirement Law, which was approved by the 
President and became a law on May 22, 1920. 
The following brief outline shows the principal 
provisions of the law: 


Date of Establishment 
At the expiration of ninety days after May 
22, 1920. 


Membership 

All employes in the classified civil service of 
the United States, including superintendents of 
United States National Cemeteries, employes of 
the superintendent of the United States Capitol 
Buildings and Grounds, the Library of Congress 
and the Botanic Gardens and the regular annual 
employes of the municipal government of the 
District of Columbia, except public school offi- 
cers and teachers and members of the police and 
fire departments, who have their own special 
retirement systems. There are six classes of 
membership, and the class to which an employe 
belongs is determined by his years of service at 
the time of retirement. There is a minimum and 
maximum retirement allowance indicated for 
each class of membership. 


Management 

The administration of the system is vested in 
the Commissioner of Pensions under the direc- 
tion of the Secretary of the Interior. 


Expenses of Administration 
All of the expenses of administration are paid 
by the Federal Government, and a special appro- 


priation is made for that purpose. = ah 


The age of retirement is seventy years, pro-_ 


vided the employe has rendered at least fifteen 
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years of service, except that mechanics, city and 
rural letter carriers and post-office clerks may 
retire at sixty-five years of age, and railway 
postal clerks at sixty-two years of age, if said 
mechanics, city and rural letter carriers, post- 
office clerks and railway postal clerks have ren- 
dered at least fifteen years of service. Retire- 
ment is compulsory when the employe reaches 
the retirement age, unless the Civil Service Com- 
mission approves the request of the head of the 
department in which the employe is employed, 
for the continuance of the employe in the serv- 
ice, in which case the employe may continue in 
service, provided that after the law has been in 
effect ten years no employe can be continued in 
service longer than four years beyond the age of 
retirement as defined in the law. 


Retirement Benefits 

The law provides for both superannuation and 
disability benefits. In order to be eligible to 
receive a retirement allowance the employe must 
have had at least fifteen years of service and have 
reached the retirement age, or have presented 
satisfactory evidence that he is entitled to re- 
ceive a disability allowance. The amount of the 
allowance for disability is computed in the same 
way as for superannuation. In either case the 
allowance is determined by the class to which 
the member belongs. In the highest class, 
designated as Class A, the allowance is 60 per 
cent of the employe’s average annual salary for 
the ten years next preceding retirement, pro- 
vided that the allowance shall not exceed $720 
per annum nor be less than $360 per annum. In 
the lowest class, designated as Class F, the al- 
lowance is 30 per cent of the employe’s average 
annual salary for the ten years next 
retirement, provided that the allowance shall 
not exceed $360 per annum nor be less than $180 
per annum. The allowances for the classes 
between A and F range between the amounts 
indicated for these classes. 


Withdrawal Benefits 

When an employe separates from the service 
of the Federal Government, or enters a branch 
of the service which makes him ineligible for 
membership in the retirement system, all of his 
contributions with 4 per cent interest com- 
pounded annually are returned to him. Should 
he later be employed in a branch of the service 
which makes him eligible for membership he 
may return the money which he withdrew and 
receive full credit for his previous service. 
Should he fail to return his contributions he 
will receive credit for service rendered prior to 
the establishment of the system, but lose credit 
for the service represented by his unreturned 
contributions. 
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Cost 


Each member contributes monthly 2} per 
cent of his salary to a fund known as “The Civil 
Service Retirement and Disability Fund,” and all 
benefits are paid from this fund. The Secretary 
of the Treasury is authorized to add to this fund 
all moneys received in the form of donations, 
gifts, legacies, bequests or otherwise, and all 
moneys which may be contributed by private 
individuals, corporations or organizations for the 
benefit of civil service employes. Congress is 
expected to appropriate any additional money 
which may be needed. 


Board of Actuaries 


The Commissioner of Pensions, with the ap- 
proval of the Secretary of the Interior, is to 
select three actuaries, one of whom shall be the 
Government actuary to be known as the Board 
of Actuaries. This board is to have general 
charge of the technical details in the operation 
of the law, and recommend any changes which 
may be necessary to protect the public interest 
and maintain the system on a sound financial 


Comments 


It is not probable that the Federal Civil Serv- 
ice Retirement Act will be accepted as a model 
by the state governments that are considering 
the enactment of a retirement system for their 
employes. The retirement allowances are 
wholly inadequate and yet they are larger than 
the 24 per cent contributions of the employes 
justify. A fair appraisement of the value of a 
retirement system leads to the conclusion that 
the employes and the Government share equally 
in its benefits. The contributions of the federal 
employes will not pay one third of the cost of the 
benefits. The income from donations, gifts, 
legacies, bequests, etc., will probably not be suf- 
ficient to pay for the cost of the paper required 
to write this provision into the law. It may be 
that the Federal Civil Service Retirement Act 
of May 22, 1920, was the best that could be 
secured at the time, but it is not surprising to 
find that a bill has been introduced for its repeal. 
This bill, known as House Bill No. 201, was in- 
troduced in the House of Representatives on 
December 5, 1923. It provides for the repeal 
of the law of May 22, 1920, and proposes a new 
law which is better in a number of respects than 
the law which it aims to repeal. The proposed 
new law unselfishly surrenders all claim to dona- 
tions, gifts, legacies and bequests, and after cast- 
ing aside this source of income it courageously 
increases the retirement allowances without in- 
creasing the rates of contribution of the em- 
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Tae Massacnusetts State Empiores’ 
RETIREMENT SysTEM 
Date of Establishment 
Law enacted in 1911 and went into operation 
on January 1, 1912. 


Membership 

Persons permanently and regularly employed 
in the direct service of the Commonwealth or in 
the service of the Metropolitan District Com- 
mission, whose sole or principal employment is 
in such service. There are certain exceptions 
governing membership. The membership when 
first organized was 3,324, and the mem bership 


on November 30, 1922, was 7,648. phy alae 


Management 

The administration of the qams is vested in 
a Board of Retirement composed of the state 
treasurer, ex officio, a member of the retirement 
association elected by the members of said asso- 
ciation for a term of three years, and a third 
person elected by these two, or, if they cannot 
agree, appointed by the Governor. 
Expenses of Administration 

All of the expenses of administration are paid 
by the state government from a special fund 
appropriated for that purpose. 
Retirement Age 

Retirement is optional at sixty years of age, 
provided the member has rendered at least fif- 
teen years of service, and compulsory at seventy 
years of age. Any member who has rendered 
at least thirty-five years of service may retire 
irrespective of age, and any member who at the 
time of the establishment of the system in 1912 
had reached the age of fifty-five years may retire 
at the age of sixty years or at any time there- 
after without fifteen years of service. Since 
January 1, 1912, no one can be appointed to a 
position in the state government if he is seventy 
years of age, and anyone who at the time of 
appointment was over fifty-five years of age 
must be removed at the age of seventy without 
a retirement allowance. 
Retirement Benefits 

There are both superannuation and disability 
benefits Upon retirement for superannuation 
the member receives a retirement allowance 
Re: ws of (a) an annuity purchased by his 
_ aecumulated contributions, and (b) a pension 


paid by the state equal to his annuity, and in 
_ addition, if he was in state employment prior to 
the establishment of the retirement system, a 


ment system been in operation and had he con- 
tributed from the time he first entered state 
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employment. Several optional plans of retire- 
ment are offered. The minimum superannu- 
ation allowance is $300 and the maximum $780 
per year. 

The system makes a distinction between or- 
dinary disability and disability incurred as a 
result of injuries sustained through no fault of 
the employe while in the actual performance of 
his duty. The member must present satisfac- 
tory evidence of disability, and have had at 
least fifteen years of service to be eligible for a 
disability retirement allowance, the minimum 
for which is $300 per year and the maximum not 
more than one half of the average annual salary 
for the last ten years of service. When the dis- 
ability is the result of injuries sustained while in 
the performance of duty, a retirement allowance 
equal to one half of the last annual salary is paid 
without the requirement of fifteen years of 
service. In case of death as the result of in- 
juries received while in the discharge of his duty, 
a pension equal to the disability retirement al- 
lowance which the employe would have received 
will be paid to the widow, or, if no widow sur- 
vives, then to the child or children under sixteen 
years of age, if there are such. 

Withdrawal Benefits 

When a member resigns from state service his 
contributions with interest accumulations are 
returned to him. Should he reénter state serv- 
ice within two years and return his contribu- 
tions, he will receive credit for all his previous 
service. When a member dies before retirement 
his accumulated contributions are returned to 
his estate. 

Cost 

When the system started the members were 
given the option of contributing either 3 per 
cent or 5 per cent of their salary at each pay- 
roll period. All employes enrolled after June 
1, 1£:3, have been required to contribute at the 
5 per cent rate. The rate at which the member 
contributes determines not only the amount of 
the annuity but also the amount of the pension 
he will receive from the state. The maximum 
annual salary on which a member can con- 
tribute and on which his retirement allowance 
is limited is $1,560. The contributions of the 
members and the payment of annuities are based 
on the actuarial reserve plan. The contribu- 
tions of the state and the payment of pensions 
are on the cash disbursement plan. 


Comments 

The Commonwealth of Massachusetts is to 
be commended for being the first among the 
American commonwealths to establish a retire- 
ment system for state employes. The Massa- 
chusetts system was organized at a time when 
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retirement system experience of any kind was 
much more limited in this country than it is to- 
day. It has more strong points and fewer weak- 
nesses than many of the retirement systems that 
were later established. Owing to the higher 
living costs, it does not seem fair to continue the 
maximum salary on which contributions and 
allowances are based at $1,560. The cash dis- 
bursement plan of paying the state’s share of 
the cost of the retirement allowances will also 
cause future Massachusetts taxpayers to crit- 
icise those who were responsible for the adoption 
of this plan. It is difficult to justify the plan of 
imposing on future taxpayers the cost of retire- 
ment allowances based on present service. It 
would have been much better to have distributed 
over a period of twenty or thirty years the cost 
of the retirement allowances, based on service 
rendered prior to the establishment of the sys- 
tem, and then have arranged for the state to 
contribute each year into a special reserve fund 
its share of the cost of the retirement allowances 
for that year. By this plan the state’s share of 
the cost of the retirement allowances would have 
been equitably distributed among each genera- 
tion of taxpayers. 

The weakness of the Massachusetts plan lies 
in the fact that an undue share of its cost has 
been imposed upon future taxpayers. This in- 
equity would have been eliminated under the 
actuarial reserve plan of operation. 


Tue Marne System ror Retiring State 
Employes 

The plan which Maine has adopted for retir- 
ing state is contained in full in Chapter 
38 of the Public Laws of 1919, and in the amend- 
ment to this chapter contained in Chapter 199 of 
the Public Laws of 1923. Both of these chap- 
ters are given in full as follows: 


Laws or 1919 
Chapter 38 

Section 1. The Superintendent and Board of 
Trustees of any State Institution and the head of 
any State Department may recommend the 
retirement from active service and the placing 
upon a pension roll any employe who has been 
employed in any State Institution or Depart- 
ment of this State, with a good record for the 
term of twenty-five consecutive years or more, 
and such employes, subject to the approval of 
the Governor and council, shall be so retired and 
pensioned. 

Section 2. Any employe who is retired, as 
provided in this act, shall be allowed such amount 
as the Governor and council shall determine, not 
to exceed one half the average wage or salary he 
was receiving for the five years previous to the 
time of his retirement. 
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Pusuic Laws or 1923 i 


Chapter 199 

Chapter thirty-eight of the public laws of 
nineteen hundred and nineteen is hereby 
amended by adding to said act the following 
sections: 

Section 3. The word employe shall be held 
to include clerks and other employes of the sev- 
eral State Departments and State Institutions; 
also teachers in the State Normal Schools, in- 
cluding such teachers as have retired since 
March first, nineteen hundred and twenty. 

Section 4. No person receiving retirement 
under this act shall receive retirement under any 
other act. 


Tue Connecticut System ror Retiring 
Strate Empioyes 


The first law enacted by the Connecticut 
legislature for the retirement of state employes 
was approved on May 8, 1919. This law pro- 
vided simply that employes who had been in the 
service of the state thirty years and had reached 
the age of sixty-five years, or employes who had 
been in the service of the state twenty-five or 
more years and had reached the age of seventy 
years, may be retired by the Board of Control 
with a pension of one half of the average salary 
for the five years next preceding retirement. 

This law was amended in 1921 by requiring 
only twenty years of service at age seventy to 
secure the pension. A further amendment in 
May, 1923, provides that an employe who has 
been in state service forty or more years may 
be retired on a pension equal to three fourths of 
the salary be was receiving at the time of his 
retirement. 

Both the Maine and Connecticut retirement 
plans are non-contributory. Both states now 
have sound contributory retirement systems for 
their public school teachers, and both will prob- 
ably enact contributory systems for their state 
employes in due time. 


Tue New State 
RETIREMENT SYSTEM 


Date of Establishment 


Law enacted in 1920 and went into operation 
on January 1, 1921. 


Membership 


All state employes except those covered by 
the insanity, prison and education laws are 
eligible for membership. Membership is op- 
tional for employes in service on December 31, 
1920, and compulsory for employes after the 
first six months who enter state service after that 
date. The state amend is ele the au- 


thority to exempt certain classes of persons from 
membership. 

An amendment in 1922 admitted certain 
county and city employes to membership, and 
an amendment in 1923 admitted certain town 
and village employes. The total membership 
after the system had been in operation six 
months, on June 30, 1921, was 4,500. The 
membership after the system had been in opera- 
tion two and one-half years, on June 30, 1923, 
was 11,679. 


Management 

The administration of the system is vested 
solely in the Comptroller of the state of New 
York, the employes having no voice or vote in 
its management. The Attorney-General of the 
state is the legal adviser, and the funds are sub- 
ject to the supervision of the state superintendent 
of insurance. 


Expenses of Administration 

All of the expenses of administration are paid 
by the state and the counties, cities, towns and 
villages that participate in the system. 


Retirement Age 

Retirement is optional at sixty years of age 
and compulsory at seventy, except that employes 
who reach the age of seventy years prior to 
October 31, 1925, may be permitted to continue 
in active service until that date. 


Retirement Benefits 


The system provides both superannuation and 
disability benefits. Upon retirement for super- 
annuation the member receives a retirement 
allowance consisting of (a) an annuity purchased 
by his accumulated contributions, and (b) a pen- 
sion paid by the state of one one-hundred-forti- 
eth of his average salary for his last five years of 
service multiplied by his number of years of 
service as a member, and (c) if he was in service 
prior to January 1, 192i, an additional pension 
paid by the state equal to one seventieth of his 
average salary for his last five years of service 
multiplied by his number of years of service 
rendered prior to January 1, 1921, provided that 
such number of years of service shall not exceed 
thirty-five. Several optional allowances are 
offered at retirement. 

Upon presentation of satisfactory evidence of 
disability a member, with at least fifteen years 
of service, is entitled to receive a disability re- 
tirement allowance of 90 per cent of one seven- 
tieth of his average annual salary for his last 
five years of service multiplied by his number of 
years of service, except that the minumim al- 
lowance shall be 25 per cent of his final average 
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Withdrawal Benefits 

When a member leaves the service before 
retirement his contributions with 4 per cent in- 
terest compounded annually are returned to 
him. Should a member die before retirement, 
his accumulated contributions are returned to 
his estate. If after at least twenty years of 
service a member who has not yet reached the 
retirement age is compelled to leave the service 
through no fault of his own, he may elect to 
receive either the refund of his accumulated 
contributions or a retirement allowance begin- 
ning immediately, having a value equal to the 
t’ on present value of a retirement allowance be- 
ginning at age sixty. 


Cost 


The employes are divided into five groups, and 
a different age rate of contribution has been 
adopted for each group. Each member's rate 
of contribution has been computed so as to 
require him to contribute a sum which with 
interest compounded annually at 4 per cent will 
be sufficient to purchase for him at superannu- 
ation retirement, an annuity equal to one one- 
hundred-fortieth of his average salary for his 
last five years of service for each year of service 
as a contributor. The member's contributions 
may be discontinued upon reaching the age of 
sixty, although he continues in service, pro- 
vided he has already rendered at least thirty-five 
years of service. 

An unusual provision in the law permits a 
member to contribute more than the rate re- 
quired for his group and age, and upon retire- 
ment he may receive either the increased annuity 
or apply for the return of his excess contribu- 
tions. 


Comments 


The payments by the state are computed on 
the actuarial reserve basis. The state has as- 
sumed the entire cost of all retirement allowances 
based on service rendered prior to the establish- 
ment of the system. The plan is to distribute 
the cost of this prior service over a period of 
twenty-five years. The rate at which the state 
pays for the cost of the pensions based on each 
current year’s service is known as the “normal 
contribution” rate, and the rate for the cost of 
the pensions based on prior service is known as 
the “deficiency contribution” rate. If the 
actuary’s calculations prove accurate the “de- 
ficiency contribution” rate will be discontinued 
after twenty-five years. The “normal contri- 
bution” rate is computed so as to guarantee 
payment by the state of one half of the cost of 
the retirement allowances, based on service ren- 
dered after the establishment of the system. 
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Periodic valuations of the funds by the actuary 
will disclose any adjustments that will need to 
be made in the rates. 

The New York State Employes’ Retirement 
System has already established for itself a secure 
position among the safe and sound retirement 
systems. The only just criticism which it must 
face has to do with its method of administra- 
tion. The management of a retirement system 
that involves the welfare not only of the govern- 
ment service of a great state like New York, but 
also of many thousands of public employes, is 
too big a proposition to be placed under the con- 
trol of a single individual however capable and 
well meaning he may be. Since the employes 
are paying about half the cost of the retirement 
allowances, there is no apparent reason why they 
should not have representation in the manage- 
ment and control of the retirement system. 

Tue New Jersey State Empvores’ 
oh RetiREMENT SYSTEM 


Date of Establishment 

The law was approved on March 31, 1921, 
and the retirement system was established on 
January 1, 1922. 


Membership 

All state employes are eligible for membership 
except those who are protected by some other 
pension plan supported by the state or political 
subdivisions thereof. Membership is optional 
for employes in service prior to January 1, 1922, 
and compulsory for all employes after their first 
six months of service who enter state service 
after January 1, 1922. The membership of 
certain kinds of employes is at the discretion of 
the board of trustees. 


Manager .ent 

The general administration and responsibility 
for the proper operation of the system is vested 
in a board of trustees, composed of two mem- 
bers appointed by the Governor, the state Treas- 
urer, ex officio, and two members elected by the 
employes. The state Attorney-General is the 
legal adviser, and iae various funds are subject 
to the supervision of the state department of 
insurance. 
Fxrpenses of Administration 

All of the expenses of administration are paid 
by the state from a special appropriation for that 


purpose. 

Retirement Age 
Retirement is optional at age omy and com- 

pulsory at age seventy. 

Retirement Benefits 


Both superannuation and disability retire- 
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ment benefits are provided. Upon retirement ( 
for superannuation the member receives a re. 
tirement allowance consisting of (a) an annuity | 
purchased by his accumulated contributions, , 
and (b) a pension paid by the state of one one ‘ 
hundred-fortieth of his average annual salary, ‘ 
not exceeding $4,500, for the five years immedi- t 
ately preceding retirement for each year of total ‘ 
service, and (c) if he was in service prior to Jan- 
uary 1, 1922, an additional pension paid by the ' 
state equal to one one-hundred-fortieth of his 1 
' average annual salary, not exceeding $4,500, for 
the five years immediately preceding retirement 
for each year of service rendered prior to Jan- 1 
uary 1, 1922. Several optional allowances are 
offered at retirement. ; 

There are two kinds of disability retirement, 
ordinary and accident. Upon retirement for | 
ordinary disability the member receives a re- 
tirement allowance consisting of (a) an annuity 

_ purchased by his accumulated contributions, 

_ ard (b) in addition a pension paid by the state | 
equal to 20 per cent of his final salary, and (c) | 
if he was in service prior to January 1, 1922, an | 
additional pension paid by the state equal to one | 
one-hundred-fortieth of his final salary for each | 
year of service rendered prior to that date. | 
When the term “final salary” is used it should 
always be interpreted as the average annual 
salary, not exceeding $4,500, for the five years 
immediately preceding retirement. 

Upon retirement for accident disability, which 
means disability resulting from the performance 
of duty, the member receives a retirement allow- 
ance consisting of (a) an annuity purchased by 
his accumulated contributions, and (b) in addi- 
tion a pension paid by the state equal to two 
thirds of his final salary. For ordinary dis- 
ability the member must have had at least ten 
years of service, but for accident disability no 
service requirement is made. 


Withdrawal Benefits 


When a member withdraws from service be- 
fore retirement his contributions with 4 per 
cent interest compounded annually are returned 
to him. Should a member die before retirement 
his accumulated contributions are returned to 
his estate. Upon the death of a member in 
active service, and as a result of the performance 
of duty, his accumulated contributions are re- 
funded to his estate, and in addition a pension 
equal to one half his final salary is paid to his 

_ widow until she dies or remarries, and then to 
his child or children, if any, until the youngest 
child reaches the age of eighteen years. If there 
be no widow or child under eighteen surviving, 
then there will be paid to the estate of the mem- 
ber a cash sum equal to his final salary. 
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The cost of the retirement allowances have 
been divided between the employes and the 
state in such a way that the state pays the 
entire cost for service prior to January 1, 1922, 
and one half the cost for service rendered after 
that date; the employes pay the other half of the 
cost for service rendered after January 1, 1922. 

The employes are divided into two groups, 
and a different age rate has been adopted for the 
males and females and for each group. Corizi- 
butions are optional when the member reaches 
the age of sixty years, provided he has already 
rendered at least thirty-five years of service. 
Any member whose total retirement allowance 
at age sixty would otherwise be less than one 
half of his final salary may contribute in a single 
payment an additional amount large enough to 
make his combined annuity and pension equal 
to one half his final salary. 

The system is operated under the actuarial 
reserve plan. The state each year pays into a 
fund, known as the Contingent Reserve Fund, 
an amount actuarily computed to be equal, with 
accumulated interest, to the cost of the future 
pensions based on the current year’s service. 
The state also each year contributes to the Con- 
tingent Reserve Fund a payment known as the 
State Accrued Liability Contribution. The re- 
tirement system at the time of its establishment 
was charged with an accrued liability which 
represents the cost of future pension benefits 
based on service rendered prior to its establish- 
ment. This accrued liability is to be canceled 
by this annual State Accrued Liability Contri- 
bution, which, it is estimated, will need to be 
continued for twenty-five years, or until the 
year 1946. 


Comments 

The State Employes’ Retirement System of 
New Jersey is planned on a sound actuarial 
basis; it is fair both to the employes and the 
state. Those who were responsible for its plan 
of organization and operation have reason to be 
proud of their achievement. 
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Date of Establishment 
The law was approved by the Governor on 
June 27, 1923, and the retirement system went 
into effect on January 1, 1924. iar een 
Membership 


Membership in the system includes all per- 
sons holding a state office, or employed by the 
year or by the month by the state government 
of the Commonwealth of Pennsylvania, except 


who are employed on a pert or daily wage 
basis are not eligible for membership. 

Members are divided into two groups—orig- _ 
inal members and new members. Membership 
is optional xor all persons who become state 
employes on or before December 31, 1924, but 
when such persons join they are designated as 
original members. Persons who enter state 


service any time after December 31, 1924, be- _ 


come new members, and membership is com- —_— 


pulsory for new members after their first six 


months of service. A member may be sep- ep 


arated from state service for a period of not 
more than five consecutive years without for- 
feiting his membership and his credit for previ- 

Management mart 
The management of the system is vested in a 
retirement board consisting of the Secretary of 
the Commonwealth and the state Treasurer, who 
are ex officio members, one member appointed 
by the Governor and two state employe repre- 


sentatives who are elected by the state employes hy 


who are members of the system. 
The Attorney-General of the state is the legal 


adviser, and the funds of the system are subject — 
to the supervision of the state insurance de- | 


partment. 
Expenses of Administration 


All of the expenses of administration are paid _ 


by the state from a special expense fund appro- 
priated for that purpose. 


Retirement Age 


Superannuation retirement is optional at age = 
sixty, provided the member has rendered at 


least five years of service. 


Retirement Benefits 
There are both superannuation and disability 
benefits. 


Upon retirement for superannuation 7 By 


the member receives a retirement allowance con- __ 


sisting of (a) a member’s annuity purchased by 


his accumulated contributions, and (b) a state — 
annuity of one one-hundred-sixtieth or one one _ 


hundredth of his final salary for each year of 


total service, and (c) if an original member, an — 
additional state annuity of one one-hundred- 


sixtieth or one one hundredth of his final salary 
for each year of service rendered prior to De- 
cember 31, 1923; but in no event shall the total 
state annuity exceed 50 per cent of the final 
salary. Final salary is defined as the average 
annual salary for the five years of service im- 
mediately preceding retirement. 
tional allowances are offered at retirement. 
Upon the presentation of satisfactory evi- 


Several op- 
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dence of eligibility for disability retirement, the 


member will receive a retirement allowance 
equal to one ninetieth of his final salary for each 
year of service, provided that in no case shall 
the disability allowance be less than 30 per cent 
of said final salary. 


Withdrawal Benefits 

The retirement system guarantees the return 
of all contributions with interest at 4 per cent 
compounded annually to a member who for any 
reason separates from state service before the 
retirement age. Should a member die before 
retirement, his contributions with 4 per cent 
interest compounded annually will be returned 
to his estate. 

Should a member with ten or more years of 
service separate from state service, not volun- 
tarily, before the retirement age he may either 
withdraw his accumulated contributions, or he 
may elect to receive a retirement allowance com- 
puted on his contributions and his years of state 
service. 

Cost 

The state pays the entire cost of the retire- 
ment allowances based on service rendered prior 
to January 1, 1924, and one half the cost for 
service rendered after that date. The employes 
pay the other half of the cost for service ren- 
dered after January 1, 1924. 

Two schedules of age rates of contribution are 


CRITICISM the average citizen 
is apt to make quite freely of 
public employes is that they hold 
“soft jobs.”” By this is usually meant 
that the employe’s compensation is 
greater than the service rendered, or 
that he does not devote the time to his 
work usually given by an employe in 
similar work in private organizations. 


_ The conscientious effort of the public 


employe who serves the state or nation 
faithfully and well is thus too often 
discounted by the citizen whose ob- 
servation is limited to those who ac- 
tually hold “soft jobs.” 

In government, as in private prac- 


‘Tue ANNALS OF THE 


provided. If the member elects to contributy 
at the lower rate, his combined member's ap. 
nuity and state annuity upon retirement wil 
give him a retirement allowance equal to on 
eightieth of his final salary for each year of 
service. If he elects to contribute at the higher 
age rate, his combined annuity upon retirement 
will give him a retirement allowance equal to 
one fiftieth of his final salary for each year of 
service. 

The system is operated under the actuarial 
reserve plan. The state each year pays into 
the Contingent Reserve Fund an amount which, 
with interest accumulations, is computed to be 
sufficient to pay future state annuities based op 
the current year’s service. The accrued lis 
bility of the system is to be paid in full at the 
end of twenty-five years by having the state pay 
annually into State Annuity Reserve Fund No. 
2 an amount equivalent to one twenty-fifth of 
the uccrued liability. 

In the years 1927 and 1930, and in every fifth 
year thereafter, the actuary is required to make 
an actuarial investigation into the mortality and 
service experience of the contributors and bene- 
ficiaries, and a valuation of the funds. Asa 
result of this investigation and valuation, the 
actuary will recommend any changes in the 
contributions of the employes or the state which 
may be necessary to assure the continued actu 


arial soundness of the system. ah 3 


— Vacation and Sick Leave in Government Service 


By R. Y. Sruart 
Secretary of Forests and Waters, Commonwealth of Pennsylvania 
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tice, the best interest of the employer 
and the employe requires that service 
at least commensurate with compensa- 
tion be rendered. This cannot be ac- 
complished, however, unless each is 
fair to the other. As an employer, the 
Government should recognize, by ade- 
quate compensation and fair employ- 
ment conditions, the same qualities of 
work, faithfulness and deportment as 
reputable business concerns. There is 
no reason why Government should not 
call to its service and compensate ac- 
cordingly the best talent available for 
the accomplishment of the work to 
which it is committed. By the same 
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token, there is no reason why Govern- 
ment should pay either for a service 
not rendered or a greater amount for 
service than it is worth. Classifica- 
tion of employes under intelligent and 
fairdirection and control, as in Pennsyl- 
yania, has done much to instill morale 
in the ranks of such public employes 
and give them a just pride in the serv- 
ice they render. The principle of 
classification has been so thoroughly 
studied and worked out that there is no 
dificulty in determining what consti- 
tutes adequate compensation for every 
class of public work performed. eid 
Nos OBLIGE 

The Government rightfully expects 
faithful service. It can rightfully be 
expected of the Government, in turn, 
that it be a good employer. The Gov- 
ernment should expect, «s do private 
business concerns, that its employes be 
faithful in the observance of official 
hours and in continuous performance 
of efficient work during those hours. 
With this principle fixed, it seems both 
just and proper that the Government 
should recognize the accepted right of 
its employes to a period of absence 
from official work for the purpose of 
rest and recreation. No comment on 
the effectiveness to employer and em- 
ploye of the vacation period is needed. 
It is an accepted fact in all lines of 
endeavor. Yet few states have form- 
ally adopted this sound and equitable 
policy. 

Inquiries made of a number of 
states show that the granting of vaca- 
tion and sick leave is left largely to the 
discretion of the administrative officer. 
The prevailing principle seems to be 
that the employe may, if the work per- 
mits, in the discretion of the adminis- 
trative chief, receive two weeks’ vaca- 
tion each year. Absence on account of 
sickness seems to be handled in about 
the same way. Obviously, the treat- 
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ment accorded employes in any state 
using this plan differs as widely as the 
conception of employment conditions 
held by the administrative chiefs in 
control. 

It is not enough to say that the exac- 
tions of work for the state are not 
sufficiently arduous to require two 
weeks’ vacation, because it is, or 
should be, within the power of the ad- 
ministrative chief to secure for the 
state from each of his subordinates the 
degree and quality of service commen- 
surate with his pay. 
scientious, efficient public servant who 


needs most the protection afforded by © ‘a 


It is the con- tin bs 


a vacation, for without a fixed rule, | is = 


based upon the state’s responsibility as 
an employer, those whose services are 
most in demand and are most profi- 
cient are the ones, though most need- 
ful of a vacation, who are held in © 
place that less worthy ones may “take 
their vacation.” This is manifestly 
unfair. 

Pennsylvania has recognized its re- 
sponsibility as an employer by granting 
leave of absence with pay of fifteen 
working days each year as an em- 
ploye’s right, which no administrative 
chief can gainsay. It has also provided 
for sick leave with pay, where good and 
sufficient reason, properly substan- 
tiated and approved by the State 
Executive Board when in excess of 
thirty days in any calendar year, is 


shown. It has taken the position that a 
a requirement of faithful, efficient serv- _ ‘, 


ice from the employe must be met by 
such consideration of the employe as 
will promote his welfare and efficiency. 
Pennsylvania’s attitude toward its 
employes is simply that of a fair- 
minded, considerate business employer. 
It is a spur to greater and more effi- 
cient effort in the public interest by the 
employe, a stimulus to pride in his 
work, and a reasonabie safeguard to — 
his physical and mental health. * 
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Seat 


By Tuomas C 


HE following account is based 

upon the procedure followed by 
the Municipal Civil Service Commis- 
sion of the city of New York, which for 
years has given great attention to this 
particular phase of civil service admin- 
istration. It is not claimed that the 
system used is entirely satisfactory. 
It is true that certain rules have been 
formulated, certain definite principles 
followed, and certain methods of pro- 
cedure adopted. As elsewhere in the 
public service, the New York City 
Commission has been obliged to adapt 
its methods to existing legal require- 
ments, to changing policies of munici- 
pal departments and to varying 
conditions of publi: employment. The 
difficulties to be overcome in the formu- 
lation of a promotion system can be 
readily understvod by those who are 
to some extent familiar with govern- 
mental administration, municipal, 
state or federal. 


FoR PosITIONS AND 
EXAMINATIONS 


The Civil Service Law of the state of 
New York directs in part that vacan- 
cies in positions in the competitive class 
shall be filled, so far as practicable, by 
promotion from among persons holding 
positions in a lower grade in the de- 
partment, office or institution in which 
the vacancy exists. Promotion shall 
be based upon merit and competition 
and upon the superior qualifications of 
the person promoted as shown by his 
previous service, due weight being 
given to seniority. In accordance with 
these provisions, promotion examina- 
tions consist of two elements. The 
first element is supplied by the service 
records of employes, which, in accord- 
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Chief Examiner, Municipal Civil Service Commission, New York City 


. Murray 


ance with the municipal civil servic 
rules, must be kept for all employes iy 
the competitive class. The second, the 
mental examination, designed to test 
the fitness of the candidates for mor 
important duties, corresponds as far as 
possible, in scope, subjects and pre 
liminary conditions, to examinations as 
would have been prescribed for original 
entrance to the same position. 

Promotion examinations are limited 
to persons serving in lower but corre. 
sponding positions to those for which 
the examinations are held. They ar 
also limited to employes serving in the 
department in which the vacancy ex- 
ists, and, in some large departments, 
eligibility is further limited to persons 
serving in certain subdivisions, where 
the work is entirely distinct from the 
rest of the department. The commis. 
sion by resolution has adopted a plan 
of organization of city departments, 
showing the bureaus and other sub 
divisions to be recognized in the prep- 
aration of eligible lists resulting from 
promotion examinations. In some ex- 
aminations, it is found that the duties 
of the position to be filled by promotion 
may be learned by persons serving in 
several bureaus. In such cases, the 
commission extends eligibility for ex- 
amination either to employ es serving 
in several bureaus or, in some cases, in 
the entire department. In no case is 
eligibility extended to several city de- 
partments under different appointing 
officers. 

It is true that, from time to time, 
objection to this limitation of compe 
tition has been raised by persons not 
familiar with the actual work of civil 
service administration; but in no case 
has a satisfactory substitute to the 
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present methods been suggested, nor 
has any convincing reason against the 
nt limitation of eligibility been 
offered. It should not need any argu- 
ment to prove that, after all, city de- 
partments have not been established 
primarily to give employes a chance to 
advance in the public service, although 
it has seemed to the writer that many 
conclusions have been based on this 
assumption. City government is es- 
tablished for the purpose of carrying on 
the public business and must neces- 
sarily be administered in the public 
interest only. It follows, therefore, 
that if the interests of the city conflict 
with those of an individual employe or 
group of employes, the first must neces- 
sarily prevail. bail 
PPORTUNITY FOR PROMOTION 


It is to the interest of the city to 
have in its service an efficient, con- 
tented body of employes who have been 
attracted by the advantages presented. 
Opportunity for promotion is plainly 
one of the best inducements which can 
be offered. Accordingly, in order to 
attract the best class of candidates to 
examinations, it is necessary that they 
be given to understand that they will 
be afforded an opportunity to compete 
for higher positions in their special line, 
and that outside examinations will not 
be held to fill vacancies which may be 
filled by promotion within the depart- 
ment. Employes may naturally and 
properly expect to be promoted in line 
of duty. They have no right, how- 
ever, to expect promotion outside of the 
general line of work in which they are 
engaged. If it is impracticable to fill 
vacancies by promotion, appointments 
are necessarily made from eligible lists 
resulting from open competitive exam- 
inations. Experience has shown that, 
owing to increased activities or chang- 
ing policies, vacancies often occur in 
city departments which mav be more 
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advantageously filled by open compe- 
tition than by promotion, because the 
employes have not had an opportunity, 
by the exercise of the duties which are 
naturally and properly performed un- 
der their titles, to become thoroughly 
acquainted with the more responsible 
duties of the newly created position. 
In such cases promotion is not deemed 
to be practicable within the meaning of 
the law, although it might be possible 
to secure an eligible list from which an 
appointment could be made through a 
promotion examination, if eligibility 
were sufficiently extended. It has 
been deemed necessary to formulate 
promotion rules so that it is possible 
that new blood may be infused into the 
service in all grades, in order that the 
entire city government might not 
sooner or later develop into a system of 
bureaucracies which would not be 
tolerated by public opinion. 
Experience has demonstrated to the 
writer that it is unnecessary to unduly 
favor civil employes in the filling of 
higher positions. No employe natu- 
rally expects promotion outside of the 
line of his duties. If he desires to enter 
another branch of the service, he may 
at all times take an open competitive 
examination and test his ability against 
others. The writer firmly believes 
that practically the same conditions 
govern the advancement of employes in 
public service as in private business. 
In a private business, if an employe is 
dissatisfied with his position, he natu- 
rally looks for another. Similarly, if 
a public employe believes that the 
chances for advancement are small in 
his present position, he will either seek 
transfer to another department to en- 
gage in similar work in what he believes 
to be more favorable surroundings, or 
he will endeavor to prepare himself for 
entrance into an entirely different 
branch of the service by means of an 


open competitive examination. = 
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_ For the above reasons, in New York 
_ City, promotion examinations are lim- 
ited to persons serving in lower but 
_ corresponding positions. In accord- 
ance with the rules, in determining 
_ eligibility for examination for promo- 
tion, the only consideration permitted 


of the position and the duties which 

are naturally and properly attached 

thereto. Duties which have been per- 

_ formed not in accordance with the title 

of the position, or alleged personal 
qualifications cannot be considered. 

While the writer believes that certain 
vacancies in higher positions can be 
filled most advantageously by open 
competition, he is of no less firm opin- 
ion that it is demoralizing to the per- 
sonnel of a department if vacancies, 
which can be filled acceptably by pro- 
motion, are not filled in this way. 

The average capable employe of a 
city department is an intelligent, fair- 
minded individual and does not expect 
unreasonable favors. He believes, 
however, that his position carries with 
it certain rights and that he is justly 
entitled to certain privileges. One of 
his chief privileges he believes to be an 
opportunity to advance in the line of 
his duties. He usually knows exactly 
the positions for which his depart- 
mental experience has qualified him 
and also the kind of position not in line 
of such training. He reasons, and 
fairly enough, that if he gives his best 
efforts to the city, he should receive a 
fair return and due appreciation from 
the city authorities. Any violation of 
what he considers his rights makes him 
discontented and rebellious and con- 
sequently of less value to the depart- 
ment in which he is employed. It is 
therefore an important part of the du- 
ties of a civil service commission to 
have convincing proofs outside of the 
statement of an appointing officer, that 
it is impracticable to fill a vacancy by 


promotion. This applies the more 
particularly to positions which previ- 
ously have been filled by promotion or 
to newly established positions of g 
somewhat similar character. 

The following is an account of some 
of the results which have been attained, 
This account must necessarily be in 
outline only, since the number of public 
employes in New York City would 
comprise a moderate sized city. There 
are over ninety thousand (90,000) em- 
ployes, including school teachers. The 
latter are not under the jurisdiction of 
the commission. There are over sixty 
thousand (60,000) persons in the clas- 
sified civil service. There are over 
twelve thousand (12,000) in the Police 
Department; over sixty-five hundred 
(6,500) in the Fire Department; over 
sixty-five hundre ‘1 (6,500) in the Street 
Cleaning Depar'ment. Out of this 
vast number of public employes, seven 
hundred and five (705) only are in the 
exempt class; that is, appointed with- 
out examination. 


Resutts oF PRoMoTION SysTEM 


It may be somewhat of a surprise to 
the citizen who is not particularly in- 
terested in governmental problems to 
learn of the many different avocations, 
professions and callings which are 
necessary to carry on successfully the 
government of a large American city. 
In New York, for example, there is the 
great number serving in the clerical 
service as clerks, accountants, stenog- 
raphers and statisticians. Most of 
these employes in the higher positions 
have gained their places through pro- 
motion, although many specialists such 
as accountants and statisticians have 
entered the service through open 
competition. 

Some of the most high!y compen- 
sated men and women in this part of 
the service, entered originally as office 
boys or typewriting copyists. There 
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are night classes in accountancy and 
general office work in the College of the 
City of New York, in New York Uni- 
versity, and in the public schools. 
There are classes held immediately 
after office hours in the Municipal 
Building. Many city employes attend 
these classes. As a result, it is a com- 
mon occurrence for a clerk, receiving 
possibly $1,200 per annum, to apply 
for an open competitive examination as 
an accountant or bookkeeper at double 
his salary. The type of employe who 
studies at night in these classes usually 
attends strictly to his duties during 
business hours. The result is that 
almost invariably he does well in a 
promotion examination. All of which 
may be summarized in the statement 
that the rules for success in the clerical 
force of a private business—attention 
to duty, reliability and superior knowl- 
edge—apply also to the public service. 
It is a matter of regret, however, that, 
as the financial rewards for superior 
attainments in such service are not 
comparable with those in private busi- 
ness, many employes leave for other 
fields. 

At the present time every rank in the 
Police Department is filled by men who 
entered as patrolmen. Without ex- 
ception all have attained their present 
positions by fair competition through 
promotion examination. That the 
competition is keen is shown by the 
fact that at the last examination for 
sergeant, over thirty-eight hundred 
(3,800) patrolmen, each of whom had 
served for at least five years, appeared 
for examination. All were examined 
in one room at the same time. It is 
believed to be the largest civil service 
examination ever held in one place. 

There is ope result of the promotion 
system which has impressed the writer 
very forcibly, and that is the great ef- 
fect upon the general knowledge of 
duties and related subjects, applicable 
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to the position occupied, which has 
been brought about by the constant 
study and research of men with one 
purpose only in mind—that of advanc- 
ing themselves. The efficiency of the 
New York Police Department is well 
known. The writer believes that this 
is due mainly to the fact that the Civil 
Service Law has given the members of 
the department an incentive to study 
the needs of their department, for the 
reason that the knowledge thus ob- 
tained will be an essential factor in 
their advancement to the higher ranks. 
In their spare time the members are in 
turn pupils and teachers. Classes of 
instruction are formed which are at- 
tended by hundreds and sometimes by 
thousands in their time-off duty for 
months and even years previous to an 
examination. Every scrap of knowl- 
edge thus obtained is valuable to them 
in their present duties and tends to 
make them more efficient. 

The chief of the Fire Department 
and every officer has obtained his po- 
sition through promotion examination. 
Everyone of them entered the depart- 
ment through competitive examination 
asafireman. New York City has been 
called the greatest fire hazard in the 
world. Yet for many years there has 
been no great conflagration. It has 
been said that the fire that might wipe 
out New York starts twenty times a 
day. But it rarely spreads outside of 
the building where it started. New 
York City is justly proud of its Fire 
Department. It believes that in gen- 
eral efficiency, in the use of scientific 
methods, and in the intelligence of the 
members, it is without peer. The 
members have no greater natural 
ability than in similar departments 
elsewhere, but, possibly, the incentive 
for learning their business thoroughly 
is greater. 

On account of the comparatively 
large number of officers, the opportuni- 


more 
previ- 
tion or 
of a 
sixty 
-clas- 
over 
olice 
over 
treet 
this 
even 
1 the 
vith- 
se to 
in- 
s to 
ons, | 
are 
the 
‘ity. 
the 
ical 
| 
of | 
ons 
ro- | 
ich 
ave 
en 
1 
ice | 
ore 


partment are very great. Therefore, 
they study just as hard as members of 
the Police Department and for the 
reason. Over two thousand 
(2,000) firemen competed in the last 
examination for lieutenant. Each one 
of them knew that his chance of pro- 
motion depended entirely upon his 
standing on the resulting eligible list. 
Later some of them were promoted and 
were addressed by the chief of depart- 
ment, who had attained his rank by 
successive competitive examinations. 
In the course of his remarks, the chief 
epitomized the spirit of the Civil Serv- 
ice Law in a few words: “You have 
obtained your promotion through your 
own efforts. Your future advance- 
ment depends on yourselves. No one 
can help you and no one can stop you.” 

In some parts of New York City 

there is more congestion of population 
than in any other part of the United 
States. Many of the tenements have 
been erected for at least fifty years. 
Most of the tenants are comparatively 
recent immigrants from Southern and 
Southeastern Europe, who, previous to 
their arrival, were totally unacquainted 
with modern sanitary arrangements. 
Isolated cases of contagious diseases 
occur from time to time. Enormous 
quantities of foodstuffs arrive almost 
daily from all parts of the United States 
and from foreign countries, which, in 
many cases, are placed on sale at once. 
It is essential that this food be whole- 
some and in good condition. All these 
problems and many others must be 
solved satisfactorily by the Depart- 
ment of Health. 

In this department all the adminis- 
trative officers of the various bureaus 
have obtained their positions by pro- 
motion. The director of the Bureau of 


Child Hygiene entered the service as a 
medical inspector; that is, a physician 
assigned to the physical examination of 
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school children. At the present time 
he has jurisdiction over more employes 
than are serving in the entire Public 
Health Service of the state of New 
York, and he has a greater appropri- 
ation. The director of the Bureau of 
Food and Drugs was originally an in- 
spector of foods. Similar examples 
might be given for each of the other 
subdivisions of the department. Al] 
reached their present positions by un- 
remitting attention to their duties, by 
studying the results attained in the 
public health service elsewhere, and by 
keeping abreast of the newest scientific 
discoveries. 

The engineering forces of New York 
City, in addition to the usual municipal 
engineering problems, have designed 
the greatest system of bridges in the 
world and the greatest water supply 
system. Practically all of the force 
entered the service through competi- 
tive examination. In this branch of 
the service many of the higher positions 
are filled by open competition by rea- 
son of the fact that, in a city which is 
constantly enlarging the scope of its 
activities, many entirely new engineer- 
ing projects are involved, requiring the 
services of men trained along special- 
ized lines. Nevertheless, most of the 
higher positions have been filled by 
promotion. Naturally, the man 
trained in technical schools of recog- 
nized standing has great advantages in 
examinations of this kind. Neverthe- 
less, such advantages have been offset 
by those who entered the service in a 
very subordinate position and while 
working, attended engineering schools 
at night such as Cooper Union and the 
Brooklyn Polytechnic. Recently some 
of the universities have established 
night classes in the several branches of 
engineering. There is no doubt that 
many of the students will be employes 
of the city. 

The Street Cleaning Service com- 
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prises over sixty-five hundred (6,500) 
members. Every rank from general 
superintendent down to assistant fore- 
man has been filled by promotion. 
Every officer of the department entered 
the service in the labor class as a 
sweeper, a driver or a dump boardman. 
The department has millions of dollars 
at present invested in motor apparatus, 
including specially designed machinery 
for snow removal. While the problems 
confronting this department are not so 
complex and varied as those in the Po- 
lice and Fire Departments, neverthe- 
less the proper cleaning of the streets 
and the prompt removal and dispo- 
sition of ashes and garbage are essential 
to the health and comfort of the com- 
munity. Many of the present officers 
in the higher ranks had less than a 
common school education when enter- 
ing the department. By attending 
night school or by home study they 
have acquired sufficient education to 
express their ideas in writing clearly 
and concisely. The result has been 
that, in examinations for the higher 
ranks, the written examination papers 
of candidates compare very favorably 
in point of composition with those of 
other branches of the service. 

Mention might be made of other 
employes—in the Prison Service where 
the wardens and other administrative 
officers obtained their positions by pro- 
motion, having entered originally as 
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prison keepers; the Municipal Ferry 
Service, where deckhands may eventu- 
ally become captains or superintendent 
of ferries, and oilers and water tenders, 
chief marine engineers; the many 
branches of the Inspection Service, 
each with its own line of promotion, 
ranging from the inspection of the 
quality of gas to the erection of forty- 
story office buildings, from the in- 
spection of plumbing in a tenement 
house to the casting of steel water 
pipes at the foundry; but the writer 
is very much afraid that he has al- 
ready overtaxed the patience of his 
readers. 

It needs no argument to prove that 
in order to attract the most desirable 
class of applicants for positions in the 
public service, the inducement of possi- 
ble advancement should be held out to 
them. If such advancement depends 
upon personal favoritism of any kind, 
the employe will naturally endeavor to 
cultivate the friendship of those who 
can extend such favor. If, contrari- 
wise, he believes that progress depends 
upon his own efforts, he will endeavor 
to fit himself and to work for such ad- 
vancement. The system of promotion 
used in New York City is not held up 
as a model, but it is believed that 
progress has been made and that the 
results which already have been at- 
tained warrant its continuance along 
the lines which have been formulated. 


» 
Securing Competency in Bank Examiners 
By Prerer G. CAMERON 


Secretary of Banking, Commonwealth of Pennsylvania 


HERE is perhaps no official posi- 
tion that requires a higher order 

of ability and greater thoroughness and 
coascientiousness in the performance of 
duty than that of bank examiner, be- 
cause of the great interests with which 


bank examiners have to deal and the 
accompanying vast responsibility. 

A man may be fully competent to 
satisfactorily discharge the important 
duties of a bank examiner, so far as 
training and experience are concerned, 
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% but, unless he possesses strict integrity 
a3 of character and a determination to 
: ¥ faithfully discharge every duty, he 
two’ most essential qualifications, 
and is as much a menace to the reputa- 


safety of the funds of the depositing 
public as is the incompetent or dis- 
honest examiner. 

A successful administration of the 
affairs of any department or bureau 
charged with the supervision of bank- 
ing institutions depends very largely 
upon the efficiency of the force of bank 
examiners and the thoroughness and 

 Feliability with which the individual 
examiners discharge their duties. The 
head of the department or bureau has 
no means of ascertaining the condition 
of the institutions entrusted to his care, 
except the reports of his examiners. If 
a report shows a bank to be in satisfac- 
tory condition, he must accept it as 
representing the true status, if he has 
confidence in the ability and integrity 
_of the examiner who made the examina- 
tion. If a condition exists other than 
that reported by the examiner, the 
head of the department or bureau has 
no means of knowing that fact until, 
and unless, some unexpected develop- 
ment brings the matter to his attention. 
If the examiner fails to discover and 
report an embezzlement or shortage, 
the head of the department or bureau 
can know nothing of it until revealed 
through some other source by accident 
or otherwise. If the examiner’s ap- 
praisement of the assets of a bank is 
faulty, that fact cannot be determined 
from the report. 


a 
REasONS FOR INCOMPETENCY OF 
Bank EXAMINERS 
Inadequate compensation has been, 
and now is, in large measure, responsi- 
ble for lack of efficiency in bank-exam- 
ining forces. Other reasons have been 
the undoubted sacrifice of efficiency to 
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political expediency, on the part of the 
appointing power, and the uncertainty 
of tenure of political appointments, 
Another factor that has rendered it 
difficult to maintain examining forces 
at the desired standard of efficiency has 
been the severance from public service 
of the more efficient examiners by the 
larger banks and trust companies, and 
by accounting firms, that offer much 
higher salaries than are paid examiners, 
The bank examiner leads a nomadic 
existence, being home with his family 
not more than a day or two at a time. 
He is compelled to travel in all kinds 
of weather and under all sorts of un- 
comfortable, if not disagreeable, condi- 
tions, and at times to stay at hotels and 
boarding houses whose proprietors 
should be indicted for obtaining money 
under false pretenses. Therefore, after 
a few years of this experience, the 
average examiner is ready to accept an 
offer of even equal compensation, ac- 
companied by the prospect of avoiding 
the constant absence from home, ex- 
tensive traveling and uncertainty of 
tenure of his political appointment. 


SecurRiInG CoMPETENT Bank 
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It is quite apparent at this time, 
however, that there is a general tend- 
ency to increase the compensation of 
bank examiners and to eliminate to a 
greater degree the question of political 
expediency in their selection and ap- 
pointment. Not until politics has been 
wholly eliminated as a consideration in 
the appointment of these officials, and 
the compensation is made commensu- 
rate with the importance and sacred- 
ness of the duties of the position, will 
it be possible to build up an examining 
force throughout the nation such as the 
depositing public has a right to expect 
shall be maintained for the protection 
of its interests. 

That greater liberality should obtain 


in the matter of fixing the salaries of 
bank examiners is evident upon con- 
sideration of the type of men necessary 
to satisfactorily fill these positions. In 
addition to integrity of the highest 
order, some of the essential qualifica- 
tions may be briefly referred to as 
follows: 

At least a high school education, to- 
gether with a number of years of prac- 
tical banking and business experience. 
Completion of a college course, or grad- 
uation from a school of finance and 
commerce of recognized standing, cou- 
pled with banking experience, insures a 
foundation much more desirable. A 
man lacking in the training incident 
to a college, or at least a high school 
course, cannot hope to attain the 
highest standard of efficiency as an 
examiner. 

A thorough knowledge of the prin- 
ciples of accounting, and experience of 
a practical nature in applying them, is 
absolutely necessary in an efficient 
bank examiner. As the books of a bank 
are the foundation upon which an ex- 
amination rests, it is incumbent upon 
the examiner to satisfy himself that 
they correctly show the assets and lia- 
bilities of the bank; and he must be 
able to trace an item through the books 
in order that he may satisfy himself 
that no shortage exists, and that the 
books contain no false entries, forced 
balances or other manipulations that 
have been resorted to for the purpose 
of concealing losses or unfavorable cir- 
cumstances or conditions. Without a 
thorough knowledge of accounting, a 
bank examiner cannot possibly render 
efficient service; and this knowledge 
can only be acquired by the proper 
training and experience. 

The second qualification requisite to 
an efficient discharge of the duties of a 
bank examiner is a thorough knowledge 
of the banking laws of his state, if he 
is a state examiner, and of the national 
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banking laws, if he is a national exam- 
iner; a similar knowledge of the nego- 
tiable instruments law, and of the laws 
in general relating to contracts, and 
familiarity with recognized practices, 
rulings and court decisions governing 
the several classes of instruments 
handled by all banks and trust com- 
panies. Both state and national ex- 
aminers should possess a knowledge of 
the fiduciary laws and the laws gov- 
erning the administration of trust 
estates; a knowledge of mortgages, 
deeds of trust, etc., and should be able 
to pass intelligently upon and deter- 
mine the legality of such instruments, 
both as respects form and execution. 
The detail information necessary in 
connection with this phase of an ex- 
aminer’s duties is too extensive to be 
treated in this article. Such informa- 
tion can be acquired only by diligent 
study and years of experience in 
business. 

The third important qualification of 
an examiner is good judgment in ap- 
praising the assets of a bank, which is 
perhaps the most important feature of 
an examination; and in conjunction 
with the exercise of good judgment, 
the examiner must be able to digest 
financial statements for the purpose of 
determining the probable value or col- 
lectibility of commercial paper and 
other unsecured loans. Without these 
qualifications an examiner endangers 
the safety of the funds of the depositors 
as well as the reputation for efficiency 
of the entire force of which he is a 
member. 

Other qualifications requisite to make 
a successful examiner are: strength of 
character, moral courage, tact, discre- 
tion, diplomacy, courtesy. The exam- 
iner from time to time comes in contact 
with bank officials who are overbear- 
ing, imperious, conceited, unyielding, 
unreasonable, dishonest, but affable 
and plausible. He will meet with un- 


of the 
rtainty 
nts, 
ered it | 
forces | 
cy has | 
service 
by the | 
S, and 
much q 
1iners, 
madic 
amily 
time. 
kinds 
f un- 
Is and 
ietors | 
Loney 
after 
, the 
pt an 
ac- 
iding 
ex 
y of 
a 1 
ime, 
end- | 
n of ; 
to a 
tical 
ap- 
een 4 
n in 7 
and 
will 4 
the 
ect | 
ion 
Lin 


due to incompetency, faulty judgment 
or speculative tendencies. To be able 
to meet the exigencies of each of these 
contingencies, the examiner must be 
forceful, tactful, resourceful, diplo- 
matic, discreet. 
_ The standard outlined in this article 
is a high one and calls for an order of 
ability not readily obtainable. And 
_ when the services of men possessing the 
qualifications enumerated are secured, 
they are not usually long retained, be- 
cause, as before stated, their ability is 
quickly recognized and they have no 
_ difficulty in securing positions that 
carry higher salaries than are usually 
paid bank examiners, to say nothing 
of avoiding the hardships and uncer- 
tainties of examinerships—this latter 
objection applying principally to those 
supervising agencies in which political 
expediency is a consideration in making 
appointments. 
‘Therefore, the answer to the ques- 
_ tion, “How can the efficiency of the 
several governmental agencies charged 
with the supervision of banking insti- 
tutions be increased?” is, by increasing 
the salaries paid, by eliminating politics 
_ as a consideration in making appoint- 
both as respects the heads of 
the several agencies and the examining 
forces, and by the adoption by the 
several supervising agencies of a stand- 
ard of requirements for appointment to 
the position of examiner in the several 


grades. 


INADEQUATE STANDARDS 


Inquiry of the forty-nine state and 
federal agencies throughout the United 
States charged with the supervision of 
banking institutions reveals the fact 
that but four of them have adopted 
what might be termed standard re- 
quirements for appointment to the 
position of bank examiner. The Cur- 
rency Bureau at Washington and three 
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of the states have prescribed certain 
qualifications that must be met and 
require an applicant to pass an exam- 
ination before appointment can be 
secured. Ten of the states require ap. 
plicants to pass examinations, but have 
not adopted standard requirements in 
addition thereto. In four of the states 
bank examiners are under civil service 
regulations. In twenty-five of the 
states practical banking experience is 
required, but no formal examination is 
necessary to secure an appointment, 
Nearly all replies from agencies that 
have not adopted standard require- 
ments state that the matter is under 
consideration, and express the hope 
that a satisfactory standard may be 
worked out and adopted in the near 
future. In a number of the replies, 
deprecation is expressed of the fact 
that political considerations apply toa 
greater or less degree in the selection 
of appointees for these positions, a 
fact which militates against the policy 
of adopting standard requirements. 
Many of the replies relate the difficulty 
experienced in retaining the services of 
competent men because of the inade- 
quacy of the salaries paid. 
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It appears from the inquiries referred 
to that the average salaries paid state 
bank examiners in the several grades 
range from $2,000 for the assistant to 
$4,200 for the experienced, efficient 
examiner. The salaries paid by the 
National Currency Bureau average 
from $3,300 to $5,000, except in the 
case of chief examiners, whose salaries 
are very much higher. 

The salaries of the examiners em- 
ployed by the Federal Reserve banks 
average from $2,400 to $7,500 per 
annum, exclusive of the chief exam- 
iners whose salaries run from $8,500 to 
$16,500. 

The compensation of certified public 
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accountants, whose training is very 
much along the line necessary to make 
a successful bank examiner, ranges 
from $5 to $50 per day. 


PENNSYLVANIA’S STANDARDS 


With a view to building up a force of 
bank examiners sufficient in number, 
character and ability to meet its heavy 
and ever-increasing responsibilities, the 
Department of Banking of Pennsyl- 
vania has tentatively adopted the fol- 
lowing standard requirements for ap- 
pointment to the position of bank 
examiner in the several grades, in addi- 
tion to satisfying the Governor and the 
Secretary of Banking that the applicant 
possesses the other qualifications re- 
ferred to herein as being requisite in an 
efficient examiner, the several grades 
carrying the salaries indicated: 


Assistant Examiner—Salary, $1,500 to 
$2,140 
Requiring graduation from a school of 
finance and commerce or a college or uni- 
versity of recognized standing, and not less 
than one year’s practical banking experi- 
ence; or C.P.A. certificate in Pennsylvania, 
and three years’ general auditing experi- 
ence; or completion of high school course 
and banking experience of not less than 
two years. 
Junior Examiner—Salary, $2,160 to $2,640 
Requiring graduation from a school of 
finance and commerce or a college of recog- 


nized standing, and at least one year’s ex- 
perience as an assistant examiner, or two 
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C.P.A. certificate in Pennsylvania and four 
years’ auditing experience; or graduation 
from high school and four years’ practical 


banking experience. 


Examiner—Salary, $2,640 to $3,360 ee 

Requiring graduation from a school of 
finance and commerce or a college of recog- 
nized standing, and at least one year’s 
service as a junior examiner, or three years’ 
practical banking experience; or C.P.A. 
certificate in Pennsylvania, and five years’ 
general auditing experience; or completion 
of high school course and five years’ prac- 
tical banking experience. 


Senior Examiner—Salary, $3,360 to $4,500 


Requiring promotion from grade of ex- 
aminer, such promotion to be based upon 
demonstration of fitness to make examina- 
tions without assistance, thorough knowl- 
edge of the banking laws, negotiable in- 
struments law, law of contracts, con- 
veyancing, the Fiduciaries Act, the laws 
relating to estates, etc. 


Chief Examiner—Salary, $4,500 to $6,000 


Requiring promotion from grade of senior 
examiner, promotion to be based upon 
demonstrated fitness to take entire charge 
of groups of examiners and supervise and 
direct their work; to take charge of defunct 
institutions, institute prosecutions and rep- 
resent the Secretary of Banking as Special 
Deputy when necessity arises under the law. 


Note.—For appointment as Building and 
Loan Examiner, or assistants to building 
and loan examiners, no banking experience 
shall be required, but a like number of 
years of auditing and accounting experi- 
ence may be substituted for each grade. 
Salaries range from $1,800 to $3,600. 
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_ Absence (vacation or sickness), lack of uni- 

formity in law, 224. 

Accounting and auditing control: (Oklahoma), 

90; (Ohio), 1; system (Pennsylvania), 

uniform establishment and functioning of, 

122-4. 

_ Administrative Code: civil, purpose of, 157, 160; 
Ohio, 107; Pennsylvania, 112, 118, 261; 
provisions of, 80; purchasing before adoption, 
298; after, 299. 

Administrative officers, handicaps of, 255. 

ADMINISTRATIVE CONTROL IN THE COMMON- 
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